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Will elections result 
in a swing to the right? 
Page 2 


Ttie Serbian government stowed 
Bttte sign of heeding US and Euro- 
pean demands that it halt a major 
offensive against ethnic Albanian vil- 
lages In the southern province of 
Kosovo despite the Imposition of 
new sanctions. Page 2; Demonic 
duo. Page 14 

CBotoii aide testifies on encounter 

Kathleen Willey, another former White 
House aids who Is alleged to have 
had a sexual encounter with Presi- 
dent BUI Canton, yesterday appeared 
before a grand Jury investigating the 
president's relationship with Monica 
Lewinsky. Page 7 

Danes’ vote may decide Bi rote 
Danish voters ware told a change of 
government after today's parliamen- 
tary elections offered the best pros- 
pect of securing a "yes* vote In the 
forthcoming referendum on closer 
European Integration. Page 16 

Row stabs Romania budget 

Crucial talks on Romania's draft bud- 
get for this year were deadlocked, 
raising the prospect that the govern- 
ment could be about to faM. Page 3 

Prwfl to abolish state car fleet 
Romano Prodl, Italy's prime minister, 
has taken another step towards sflrrv 
mlng down the public sector with 
plans to sefl : off the infamdus govern- 
ment car service. Page 3 ■ 

BUT to mast Adams 

UK prime minister Tony Biair wilt 
meet Gerry Adams, the Sirm Fein 
president at Downing Street tomor- 
row, paving the way for the party’s 
return to the Northern Ireland talks. 
Page 10 

Suharto re-elected 

President Sttfwto's s mo oth re-elec- 
tion in Indonesia came as no sur- 
prise. But it still marks a triumph for. 
the 76-year-old leader, whose 32 
years aft the helm have been 
tarnished by a sharp economic 
downturn In recent months. . Page ft 
Simmering crista, Page 15 ' 

Sierra Leone president restored 

Ahmad Tc*en Kabbah, Sierra Leone's 
exiled presktant relumed home to a- 
jubilant welcome, promising a "new 
beginning". Page 8' ' - 

CWna set to indkl Chen Xltong 

Chinese prosecutors are soon to • 
Indict Chen Xltong, disgraced former 
Communist party boss of Beijing, on 
charges of corruption and dereliction 
of duty. Page 6 

teraeBs kffl three at roadblock 

Israeli soldiers opened Are on an 
AraftMiwned van at a West Bank 
roadblock, kfflng three Palestinian 
passengers and wouneffng at least 
four. Page 8 

BJP to form (organ government 
Ate! Behari Vajpayee, leader of the . 
HindtinationaM Bharatiya. Janata 
party, last night accepted an Invita- 
tion from Indian president K.R Naray- 
anan to prove -he could form a stable 
government with Ms alllee. Page 6 

Eero through the back door* 

The euro win enter the UK economy 
"by the back door" even If Britain 
does not Join the single currency, 
according to IndustriaBsts. 

PagslO . 

Brussels to harmonise tony carte 

Measures to harmonise weekend 
restrictions onlorriaeinthe HJ are 
expected to be announced today by 
the European Ctonvntosfoh. ■ 

Pakistan train bomb k«s 10 

Pakistani authorities stepped up 
security Bfter another bomb planted 

aboard a train, the second tWs week. 
Idled at tetft lOpeopte.anci Mured 

more than 50. Page 6 . 
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Fingerprinting 
A solution to coppi 
security is at haiml 
Page 12 



Saddam and Slobodan Survey: FT Exporter 
The true architects The many attractions of 

of the new world order the US and Canada 
Edward Mortimer, Page 14 . Separate section 


WORLD NEWS BUSINE SS NEWS 

Serbia shrugs off Anglo American 
pressure to halt and RMB holdings 

offensive against to merge financial 

Albanian villages 


Anglo American 
and RMB holdings 
to merge financial 
services interests 

South African conglomerate Angfo 
American and South African financial 
services group RMB Hakflngs 
announced a merger of their financial 
services interests. The new group h 
expected to be the largest listed 
company on the Johannesburg Stock 
Exchange, with a market capitalisa- 
tion of about R59bn (SllSbn). 

Page 17; Line, Page 18 

MHsnbtsM Motors of Japan 
announced a restructuing as It 
warned that losses In the current 
year, at YllObn (3861m), would be 
larger than forecast Page 22 

American Express, US financial 
services company, and Credit Sui- 
sse. Switzerland's second biggest 
bank, are to estabSsh Switzerland's 
second biggest credit card company. 
Page 22 

Germany's official Inflation figures 
overstated the true rate of price 
increases by around 0-75 percentage 
pants a year, a Bundesbank econo- 
mist said. Page 2 

Bectriddade de Portugal, the 

national power utility, had Its chair- 
man replaced by the government 
after differences over the choice of 
International partners. Page 17; 
Observer, Page 15 

Cubes, French export credit insurer, 
took a FFrl 00m $1 6.8m) provision 
against potential losses in crisis-hit 
Aslan countries In the second half of 
1997. PageB 

Aare-Tessin Ood ifcHy and 

Laufenberg Electricity, Swiss genera- 
tors, started publishing a dally Swiss 
electricity price index. Page 22 

Cable & Wireless ComnamkaOaoa. 
UK cable company, said It would use 
software from a company controlled 
by Netscape and Oracle for Its digital 
television set-top boxes. Page 20 

Tabacatera. Spanish tobacco group, 
plans to spfit the value of its shares . 
by five to attract email investors as it 
prepares to become fully privatised. 

Page 18 

ScNpM of the Netherlands, 

Aaroporti cfl Roma of Italy, BAA of 
the UK and a Joint German-Canacflan 
. venture submitted bids for a stake In 
state-owned Airports Company 
South Africa. Page 22 

Cfltaa's industrial output growth 
slowed to 8 per cent in the first two 
months of this year compared with 
the carresponclng period in 1997, 
reflecting the problem of slackening 
domestic demand. Page 6 

Banca Naztenate del Lavoro, 

Rome-based commercial bonk, plans 
to tidy its balance sheet and reduce 
Its workforce ahsad of Its privatisa- 
tion this year. Page 22 

Asia SatBflfte TeJeconmunlcatioiis, 

Hong Kong-based satellite consor- 
tium, reported a 48 par cent rise In 
net annual profits to HKS576.7m 
(US$74.5m). Page 21 

Detpfri Automotive Systems of the 

US, automotive parts arm of General 
Motors, said It would sen its lighting 
business to investment company Pal- 
ladium Equity Rainers. Page 20 

Fufl Bank of Japan is to securities a 
further Y250bn ($1 .96bn) of Its loan 
^setsthis month to boost its capital 
adequacy ratio. Page 21 

World Equity Maricets 

He latest trends and data from more 
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Brussels may sue 

EU states over 
US aviation deals 

Commission claims agreements undermine single market 


By Mfcbael Stnfth la Brussels 

The European Commission Is 
today expected to announce it is 
pressing ahead with legal action 
against eight member states, 
including the UK and Germany, 
which have negotiated aviation 
agreements with the US. 

The European Union execu- 
tive's action against Austria, Bel- 
gium, Denmark, Finland, Ger- 
many, Luxembourg, Sweden and 
the UK has been prompted by its 
failure to win support from them 
and other member countries for 
widening “open skies" talks with 
Washington. 

It claims their bilateral avia- 
tion agreements with the US 
undermine the single European 
mar ket In aviation and discrimi- 
nate against other countries. 

Neil Kinnock, transport com- 
missioner, has been seeking 
increased powers to negotiate 
with Washington over market 
access and traffic rights - the 
right to fly to and inside another 
country's territory. 

He believes bilateral deals may 
bring short-term benefit for Euro- 
pean countries, but would under- 
mine the commission's ability to 


negotiate better access for all EU 
carriers. 

Member states have baulked at 
agreeing to the commission’s 
wishes while they negotiate - or 
in Britain's case, re-negotlate - 
deals with the US. 

The bilateral agreements 
between member countries and 
the US underpin a series of air- 
line alliances that have been 
forged in recent years, Including 
those between Lufthansa of Ger- 
many and United Airlines, Scan- 
dinavian Airlines System and 
United, KLM Royal Dutch Air- 
lines and Northwest Airlines, and 
Ah* France's alliance with Delta 
Airlines rvmi i ngnt^i 

British Airways and American 
Airlines have also negotiated an 
alliance and are seeking regula- 
tory approval in Brussels and 
Washington. 

The mmrntara in has launched 
anti-trust investigations an all of 
these alliances. It will announce 
today that it is sending a “rea- 
soned" opinion to the eight coun- 
tries that it alleges, have 
infringed EU law. 

The eight states have two 
months to reply and the commis- 
sion Is likely to take them to the 


European Court of Justice if it 
considers their responses unsatis- 
factory. 

The commission first threat- 
ened legal action more than two 
years ago, but suspended proce- 
dures after obtaining in July 1996 
a mandate from member states to 
negotiate an EU-wide agreement 

These *» Tim concentrated on 
regulatory measures including 
competition issues, code-sharing 
arrangements and computer res- 
ervation systems. 

But the mandate did not cover 
traffic rights, which the commis- 
sion believes are essential to win 
an agreement, with the US. 

Mr Kinnock argued the US was 
only prepared to enter serious 
talks if there was a prospect of an 
all-embracing deaL 

The commission believes bilat- 
eral deals pursued alone play 
into the US’s hands. They open 
national markets to US airlines, 
which can then compete with 
European airlines, but European 
carriers are given no reciprocal 
chance to compete with Ameri- 
can airHnPW in the US. 

HJ seeks cemm n nodes on tony 
reetricHans, Page 9 



General Augusto Pinochet, retiring after almost 25 yeere as Chao's 
commander-in-chief. Protests took place in memory of the es tima ted ftOOO 
people who died or vanished under Ms rule. Page 7. Picture Reuters 


UK PUBLIC INQUIRY HEARS HOW A YOUNG WOMAN WAS 'DESTROYED' BY THE HUMAN VERSION OF MAD COW DISEASE 







Father describes scourge of CJD 


Clare before her illness 


By Alsou HaMaml hi Loudon 

Many were in tears as the father 
of a young victim of Creutzfeldt- 
Jakob Disease yesterday told a 
UK public inquiry how it 
destroyed his “lovely, pretty, fun- 
loving girl". 

Relatives of victims hugged 
each other in grief after Roger 
Tomkins's evidence at the public 
inquiry into BSE, so-called mad 
cow disease, and its link with 
CJD, the total brain disorder that 
has struck down 23 young people 
in the UK. 

Mr Tomkins described how 
Clare, “a stunning strawberry 
blonde with a personality to 


match", deteriorated so badly in 
just six months' that she shook 
violently and had difficulty rec- 
ognising hpr family . 

Clare Tomkins, 24, had been a 
L vegetarian since 196S. Scientists 
behove the most likely cause of 
new variant CJD was meat con- 
taminated with BSE before high- 
risk offal was banned from the 
food chain in Britain in 1989. 

“She walked in an uncoordi- 
nated fashion. She howled like a 
sick, injured animal," Mr Tom- 
kins said. "The tear In her eyes 
was horrific. She started to hallu- 
cinate. It was dear that she was 
tormented by her condition." 

Mr Tomkins, an engineering 


company director from Kent, said 
b£'- daughter gave up meat 
because she loved animals. She 
even refused to eat biscuits and 
candy made with animal by-prod- 
ucts. 

Before this change of diet, "she 
liked and ate all meats including 
beefburgers and hot dogs". 

He and his wife Dawn first 
noticed Clare was sick In October 
1996. She would cry for no appar- 
ent reason and complained of a 
bad taste in her mouth. 

She lost 17 pounds in a few 
months, refused to go to work 
and became introverted and anx- 
ious. She became unsteady and 
her memory began to fail 


Experts thought she had a psy- 
chiatric disorder and therapy was 
suggested which involved her 
family not visiting her for two 
weeks. 

"It is a decision that I know I 
will regret for the rest of my 
life," Mr Tomkins said. The even- 
ing before the therapy "was the 
last time dare ever spake to us". 

Last August, CJD was con- 
firmed after a biopsy on her ton- 
sil tissue. Clare is now inconti- 
nent, cannot swallow and is 
cared for 24 hours a day at home. 


Electrolux shifts 
share voting power 


By Greg Mchnr In Stockholm 

Electrolux, the Swedish 
household appliances group, yes- 
terday sought to make its shares 
more attractive to inter n ati onal 
investors by curbing the voting 
power of the Wallenberg indus- 
trial empire, its controlling 
owner, in favour of minority 
shareholders. 

The group said it was respond- 
ing to “an increasingly negative 
perception” among many inves- 
tors, particularly outside Sweden, 
of the virtually non-existent vot- 
ing rights of its most commonly 

-traded B shares. 

Electrolux, like many Swedish 
companies, operates a "dual 
share" structure that gives hold- 
ers of A shares tor greater voting 
rights than holders oT B shares. 

Two Wallenberg-controlled 
co m panies - Investor and Incen- 
tive - control 93.6 per cent of 
Electrolux's voting capital with 
only 35 per cent of the equity. 
Their combined voting rights win 
now amount to 22.3 per cent 

The Electrolux overhaul Is the 
latest in a string of changes at 
Investor companies following the 
appointment last year of Percy 
Bamevik, chairman of the Swiss- 
Swediah engineering group ABB, 
to succeed Peter Wallenberg as 
chairman of Investor. 

Mr Bamevik has declared a 
determination to enhance share- 
holder value by reducing Inves- 
tor's exposure to under-perform- 
ing businesses, simplifying board 


structures and seeking more 
international board members. 
"Electrolux has been under pres- 
sure from shareholders who are 
unhappy that such a small 
amount of capital can wield such 
influence," said one analyst, who 
asked not to be named. "This Is 
good news for the market and 
good news for minority share- 
holders." 

Electrolux is to reduce the dis- 
parity in Its shares by Increasing 
the voting rights of its 71.2m B 
shares from 3.4 per cent to 78.1 
per cent At the same time, the 
voting rights of its 2m A shares 
will decline to 2L9 per cent 

NUs-Ingvar L undid, a senior 
official at Investor, the main Wal- 
lenberg investment arm, said: 
"We still have a powerful posi- 
tion as the largest sharehold- 
er... we believe that by doing 
this there wifi be an increased 
investor Interest In the Electro- 
lux share Internationally." 

Electrolux’s B shares jumped 
SKr21 to SKr6S7. 

The proposal, which requires 
board approval, increases the vot- 
ing power of a B share from one- 
thousandth of a vote to one- 
hundredth. 

Mr L und in said that despite the 
changes in Electrolux voting 
rights. Investor remained firmly 
committed to its weighted share 
structures In other groups. 
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Serbia shrugs off pressure on Kosovo 


By Guy Dtamore to Prktina 

The Serbian government 
showed little sign yesterday 
of heeding US and European 
demands that it halt an 
offensive against ethnic 
Albanian villages In the 
southern province of Kos- 
ovo. despite the Imposition 
of new sanctions. 

State media, under the 
tight grip of Slobodan Milos- 
evic. the federal Yugoslav 
president, dismissed the 
measures adopted by the six- 
nation Contact Group on 
Monday and stressed Rus- 
sia’s support for Belgrade. 

■.Robert Gelbard, US envoy 
tb the Balkans, condemned 
Serbia's police crackdown on 
suspected separatist rebels, 
saying Belgrade had “tram- 
pled an the rule of law”, loll- 
ing innocent women and 
children through a dispro- 
portionate use of force. 

“The only response this 
government seems to know 
Is violence and repression," 
Mr Gelbard said in Pristina, 
the provincial capital, after 


meeting ethnic Albanian 
political leaders. He also 
urged tiie separatist Kosovo 
Liberation Army to stop its 
attacks. 

The US envoy would not 
reveal details of his meeting 
with Mr Milosevic on Mon- 
day night but said: “Time is 
not on his side". 

The five western powers of 
the Contact Group agreed on 
Monday to impose immedi- 
ate arms, credit and visa 
sanctions on Yugoslavia to 
try to force Mr Milosevic to 
stop bis attacks in Kosovo. 
Russia agreed, however, to 
an embargo on arms and 
equipment which could be 
used for internal repression. 

The US, Britain. Prance. 
Germany and Italy have 
already agreed to freeze for- 
eign assets of the Yugoslav 
and Serb governments if Mr 
Milosevic does not meet the 
Contact Group's demands. 

But Serbia's Information 
minister, Radmila Milenti- 
Jevlc, responded by saying 
western governments had 
not done enough to condemn 


German states halt expulsion of Albanians 


Two of Germany’s biggest 
states said yesterday they 
would suspend deportations of 
ethnic Albanian refugees who 
had fled from Kosovo because 
of the recent unrest. AP reports 

from Mainz. 

Interior ministers from North 
Rhfne-Westphalla and Lower 
Saxony said they would ask the 
other 14 German states to stop 
deportations until it was dear 
that the violence in Kosovo had 


abated. “We shouldn’t raly only 
on the pfctwes prom Kosovo], 
hut they tell me, 'You shouldn’t 
deport people there,’" Lower 
Saxony’s Interior minister, 
Gerhard GlogowsW, told 
German television. 

About 140,000 Albanians 
from Kosovo are In Germany 
seeking asylum. The federal 
Interior ministry said on Monday 
it had no plans to halt the 
deportation of people whose 


asylum applications had been 
rejected. 

However, individual states 
can block deportations for up to 
six months. 

Franz-Josef Kritola. the North 
Bhine-Westphalla Interior 
minister, said Kosovo Albanians 
accounted for SO per cent of 
the 42,000 people from former 
Yugoslavia who were awaiting 
deportation from his 
state. 


“terrorism” and that Bel- 
grade would only talk with 
Albanian politicians once 
they dropped demands for 
Kosovo’s independence. 

Ethnic Albanians make up 
90 per cent of Kosovo's two 
million people and over- 
whelmingly endorsed inde- 
pendence in a referendum in 
1991 that Belgrade refused to 
recognise. Mr Milosevic 
stripped Kosovo of its pro- 
vincial autonomy in 1989. 
winning the loyalty of Ser- 


bian nationalists but 
unleashing the wars that 
broke up former Yugoslavia. 

Mr Gelbard said that Ibra- 
him Rugova. leader of Kos- 
ovo’s main ethnic Albanian 
party, was committed to 
unconditional talks on the 
province’s fixture status and 
would not abandon his pol- 
icy of non-violent opposition 
to Serbian rule. Mr Gelbard 
reiterated that the US did 
not back Buch demands for 
independence. 


The Contact Group mea- 
sures have disappointed 
many e thni c Albanians who 
fear the weakness of tbe 
response will encourage Mr 
Milosevic to pursue his 
crackdown. 

Diplomats admitted tbe 
sanctions and a threat to 
freeze Yugoslav assets 
abroad would have little 
material impact on Belgrade, 
which is already denied 
access to the UN and IMP. 

With no credible opposi- 


tion to Mr Milosevic within 
Serbia, there seems little 
hope of resolving the conflict 
in Kosovo. Diplomats said 
western efforts are aimed 
mainly at preventing the vio- 
lence from de-stabillsing 
neighbouring Albania and 
Macedonia. 

While diplomatic efforts 
continued, Albanian villag- 
ers went to a warehouse in 
the town of Srbica to iden- 
tify 51 corpses for burial, 
including those of 25 women 
and children. Local Albanian 
officials said the authorities 
had told them the bodies 
would be put in a mass 
grave if relatives did not 
remove them. Some funerals 
are expected today but not 
all the victims have been 
identified. 

Mr Gelbard said at least 80 
people had been killed since 
police with tanks and heli- 
copters began their offensive 
in tbe rugged Drenica region 
of central Kosovo late last 
month. Serbian authorities 
say the dead include six Ser- 
bian policemen. 


Centre holds key to Danish election 


By ffiiary Barnes in Copenhagen 

Tbe fate of Denmark’s 
centre-left government may 
hung in the balance even 
after tbe last vote Is cast in 
the conn try's general elec- 
tion today. 

Although opinion polls 
throughout the campaign 
indicate ho pronounced 
swing to the right, the 
changing allegiances of a 
small centre party seems 
likely to decide whether a 
pro-business' alliance of lib- 
eral and conservative parties 

takes power. 

The economy has flour- 
ished since the Social Dem- 
ocrats took office in January 
1993. Unemployment has 
fallen from 12.4 per cent in 
1993 to 7.4 per cent this win- 
ter. As a result the govern- 
ment had been expected to 
do well - not least by Pool 
Nyrup Rasmussen, the prime 
minister, who called the 
snap election last month. 

But a change of heart by 
the Centre Democrats, a 
small party which has sup- 
ported the government since 
1993, has put the govern- 
ment's survival in. doubt 

With opinion polls late last 
year showing support for the 
party below the 2 per cent 
necessary to win seats in 
parliament, Ml mi Jakobsen, 
the party leader, had to raise 
the party's profile. 

She did so when she 
announced at tbe start of tbe 
election campaign that the 
party favoured a change of 
government - a move which 
helped her capture defecting 
votes from leftwing parties 
which might otherwise have 
gone to the right The Centre 
Democrats are now heading 
for about 4 per emit of the 
votes and 7 seats and. 



Hoping to come up smeffing of rc 

according to opinion polls, 
will probably hold tbe bal- 
ance between the left and 
rightwing blocs in the next 
parliament 

However. Ms Jakobsen is 
playing coy. She says she 
will not say who she thinks 
should be the next prime 
minister immediately after 
today's election. That means 
that Uffe Ellemann-Jensen, 
leader of the Liberals, the 
biggest opposition parties, 
may have a frustrating wait 
before he knows whether he 
can move into the prime 
minister’s office. 

But things have been 
going badly for the govern- 
ment on other fronts. Mr 


: Rasmussen gives away fl o we rs to supporters in Copenhagen Picture: Reuters 


Rasmussen was widely 
judged to have fared, badly In 
a televised debate with the 
Liberal leader. 

While the two men both 
addressed complex issues 
such as the welfare state and 
taxation, Mr Rasmussen’s 
wooden and repetitive style 
won him few friends. Mr 
EUemann-Jensen. by con- 
trast, struck a chord with 
promises to abolish an 
unpopular property tax on 
the rentable value of owner- 
occupied homes. 

"Nynip was eaten alive," 
according to the national 
tabloid Ekstra BladeL 

The Liberal leader has, 
however, received a more 


guarded reception from his 
natural allies in the private 
sector. Business leaders, as 
well as independent econo- 
mists. have warned that the 
Liberals and Conservatives 
have been lavish with expen- 
sive promises, in spite of 
their insistence that they 
will remain wedded to fiscal 
rectitude. 

There has also been pres- 
sure from the for right. The 
populist Danish People's 
party has pushed for tough 
restrictions on the country’s 
small but visible contingent 
of immigrants. The party, 
which opinion polls indicate 
could win 7 to 8 per cent of 
the vote, has even advocated 


sending back some of the 
country's 21,000 immigrants 
of Somalian origin. 

Nevertheless, after today's 
vote, it is likely to be the 
less contentious Ms Jakob- 
sen, rather than the People's 
party, who has tbe greatest 
say in whether there is to be 
a new government. She has 
set her teeth against more 
severe immigration rules. 

But she favours a series of 
other measures on issues 
including taxation that only 
tbe centre right are likely to 
deliver. As a result, it will be 
hard for her to move her 
party away from its prom- 
ises to support a change of 
government. 


Germany ‘overstates price rises’ 


German inflation 
AmuoMb change h CPI 


By Andrew fisher tai Frankfurt 

Germany's official inflation 
figures have overstated the 
true rate of price increases 
by around 0.75 percentage 
points a year, according to a 
report by a Bundesbank 
economist The figure is less 
than a recent study on the 
US case. 

Most of the <tifference 
stemmed from difficulties in 
measuring prices when the 
quality of goods changed, 
said Johannes Hoffrnann. 
author of the report called 
“Problems of Inflation Mea- 
surement in Germany". 

Before starting the study, 
he bad thought the gap 


would be more than 1 per- 
centage point Otxnar 
a Bundesbank director, was 
surprised it was not bigger. 

In the US, the difference 
was found to be 1.1 percent- 
age points by a commission 
headed by Michael Bosfrip, 
former chairman of the pres- 
ident’s Council of Economic 
Advisers. Released at the 
end of 1996, the Boskln 
report was criticised by 
some economists who said 
the gap was less. 

While Mr Hoffmann’s 
report is unlikely to unleash 
such a lively debate, it is the 
first significant attempt to 
assess the country’s con- 
sumer price index statistics 


for 30 years. 

Mr Issing hoped more 
work would be done on the 
subject in Germany. He said, 
the Bundesbank had started 
considering its study before 
the Boskln report. 

Part of tbe problem in 
measuring inflation, said Mr 
Hoftnann. 2s that oxtotbly 
statistics have to be pro- 
duced quickly. So the task of 
collecting data has to be sim- 
plified. “Much has to be 
recorded in an economy 
which is changing - new 
products, new models and 
fashions, new businesses, “ 

Economists said the find- 
ings should not have big 
implications for monetary 


policy, as interest rate deci- 
sions took account of price 
expectations as well as 
actual inflation. Hermann 
Remsperger, economist at 
BHF-Bank, said the Bundes- 
bank's expected 1998 infla- 
tion range of between 1.5 
and 2 per cent also allowed 
for a margin of error. 

Mr Hoffrnann said his esti- 
mate of an average 0.75 per- 
centage point overstatement 
was based on theory, facts 
and subjective judgment 

Mr Issing said the study 
showed official figures pro- 
duced by the Federal Statis- 
tics Office were reliable. 
However he added that the 
over-estimate of price rises 
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did not mean that Germany 
- with a monthly inflation 
rate of below 2 per cent - 
was on the road to deflation. 
“There is no question of a 
deflationary spiral." 
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Europe 
set for 
consumer 
debate 

By Neil Buckley in Strasbourg 

The European parliament 
yesterday added to the con- 
troversy over plans for Euro- 
pean Union-wide rules for 
consumer goods guarantees 
when It backed measures to 
strengthen consumer protec- 
tion. 

The European Consumers’ 
Organisation. Beuc, hailed 
the vote as a “landmark 
decision for consumers' 
rights". But retailers and 
consumer goods makers 
were dismayed by what they 
called ill-conceived ideas 
that could push up prices 
and render the new legisla- 
tion unworkable. 

Harmonising the widely- 
differing laws on statutory 
guarantees in all EU states 
is seen as crucial to complet- 
ing tbe European single mar- 
ket. The move aims to 
remove consumer fears that 
if they shop abroad they 
could face difficulties getting 
faulty goods repaired or 
replaced. 

As amended by parlia- 
ment, the law would intro- 
duce a minimum two-year 
guarantee period throughout 
the EU, during which con- 
sumers could have defective 
goods repaired or replaced 
regardless of which country 
they bought them in. Manu- 
facturers. who would be 
jointly liable with retailers 
for resolving problems, 
would have to provide con- 
tact addresses in all BU 
countries to avoid shoppers 
having to go back to the - 
possibly distant - shop 
where they bought a prod- 
uct. 

That would not go as Car 
in one respect as proposals 
originally put forward by the 
European Commission in 
1996. Brussels wanted to 
allow shoppers to choose one 
of four remedies If they 
bought a defective product: 
replacement, repair, price 
reduction, or a refund. 

Industry warned that giv- 
ing consumers such a choice 
would lead to most demand- 
ing replacement products - 
throwing many repair tech- 
nicians out of work and lead- 
ing to a surplus of returned 
products that could develop 
into a “grey market". 

Parliament's plan would 
restrict the consumer ini- 
tially to two options, repair 
or replacement, to be agreed 
with the retailer. 

But other amendments, 
including the right to pursue 
claims with manufacturers 
outside the country of pur- 
chase. went beyond tbe Com- 
mission proposals. MEPs 
also extended the definition 
of defects beyond mere 
functioning of a product, to 
include appearance, finish, 
safety and durability. 

“Parliament has given con- 
sumers a passport to the sin- 
gle market, allowing them to 
shop around in Europe, con- 
fident. , . that their basic 
rights are protected, “ said 
Jim Murray, director of 
Beuc. 

But Eurocommerce, the 
retailers* and wholesalers’ 
lobby, and industry associa- 
tions of electronic and white 
goods makers, said they 
were “extremely disap- 
pointed" with the plans, 
which would impose unac- 
ceptable costs, especially on 
small businesses. That could 
lead to closures, and higher 
consumer prices. 
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TELECOM PRICING — — — ~ 

Deutsche Telekom told to 
cut connection foes 

telecoms servlces^was hs lines to link rival 

charges other telephone companies tot uw -y 

networks to customers. reouiator said the monthly fee 

The official by Deutsche 

of DM28.80 (Si 6) before value «***te*; JS^nectlon 

^ — * - 

— * 

*?£££££ concerning —"I 

did not touch on other ar^s^ fS^aiection B charge Deutsche 
tom and the regulator, such as a ’forastfecnon 

Telekom seeks from customers contrac ^^*L Jn 
and the levy imposed on customers wanting to retain 
ing phonenumbor while changing earner. Rulings on these 
are due before April. Peter Norman, Bonn 

KREMLIN MOVES 

Chubais proposed for UES job 

The Russian government has recommended that Anatoly Chu- 
bais. the reformist first deputy prime minister . should be 

appointed chairman of the board of Unified Energy Systems, the 
national electricity company. , . . 

The recommendation has renewed speculation that Mr Chubais 
could soon leave the government It has also sparked new 
rumours that Boris Brevnov, the young reformer currently sorvmg 
as CEO of the power company, cou(d soon be forced to resign. 

If Mr Chubais is appointed chairman at UES's shareholder 
meeting, scheduled for April 4, he might be required to give up 
his cabinet post In exchange. 

The proposal has strengthened the belief that Mr Brevnov, who 
became CEO last yaar. could be on the way out. Analysts specu- 
late that conservative forces in the government are likely to toler- 
ate only one committed reformer In one of the top jobs In the 
power company. Chrystia Freeland, Moscow 


KURDISH WAR 


Turks claim 32 rebels killed 

Turkish security forces killed 32 Kurdish separatist rebels 'm the 
latest clashes In south-east Turkey, military officials said yester- 
day. 

Initial reports Indicated that troops backed by helicopters had 
killed 26 Kurdistan Workers party (PKK) guerrillas In Monday’s 
fighting. Two soldiers were also reported dead. 

The search for the dead rebel bodies is continuing in the rural 
area,” said an official from the eastern province of Bingoi. 

More than 27.000 people have died in 13 years of conflict 
between security forces and the PKK. which is fighting for self 
rule in the mainly Kurdish southeast Reuters, Dlyarbaldr 


UKRAINE ELECTIONS 


Legal row may delay poll 

Ukrainian parliamentary elections scheduled for March 29 could 
be delayed If the constitutional court did not reconsider a contro- 
versial decision ft made about election law, a top parliamentary 
official said yesterday. 

Victor Mustaka, the leftwing deputy speaker of the parliament 
said the present taw could result m 'chaos” as it allowed candi- 
dates to run as members of party lists as well as in Individual 
constituencies. 

Two weeks ago. the constitutional court had ruled that this part 
of the election law was unconstitutional, but that the law would 
stand until after the election, at which time It would be revised. 

Mr Musiaka said that if the court did not change the law prior 
to the elections, then parliament should consider delaying the 
poll. But political analysts said validity of the elections could be 
called into question if the law was changed prior to polling day. 
That might help President Leonid Kuchma who has been accused 
of seeking to maintain an option to annul the election. 

Zoya Sharikova, spokesperson for the central election commis- 
sion, said that although parliament was technically capable of 
moving the date of the elections, it would need to change elec- 
tion Jaw to do so. Charles Clover, Kiev 


AID TO ALBANIA 

Greece agrees recovery loan 

Greece yesterday signed the second tranche of a Dr20bn f$69ml 
loan agreement to help rebuild Albania’s economy after ite 
descent Into violence last year that followed the collaose of * 
series of pyramid finance schemes. 

The loan was signed during a visit to Athens by Rexhon MdL 
dart, the Albanian presfoem. «y«exnepMel- 

The DrSbn second tranche is intended to refinance Greek and 
Afoarfan companies and Joint ventures which were affwSd ^ 
wweepreod tooting during the upheaval. Greek-owned^SJ 7 

and most Joint ventures shut down for several months * tected 
Greece handed over Dr2bn last year in the fan, nr , 
Albania's Socialist government, but said that fo£? e loSTSJL- 
would be disbursed to finance specific project^ tranches 

Greek trade with Albania suffered a sharp fan law 
remittances from the estimated 350,000 Albanians ‘ ' Wh e 
Greece dropped from about 5390m to abofaSS^i5lI®? 
foreign ministry officials. Kerin Hope, Athena accoTdln 9 to 


SLOVAKIA POLITICS 


EU warning for Meciar 


The European Union warned yesterday that Stovafa-v u 
EU membership could be damaged by the ° 

Meciar. prime irtnbtor, to wfST t £^ mfr 

poetical allies. wntcf1 threatened l 

“Such steps might represent a set-back to the , 
-ti°r» of the Slovak people to totematicxtal resoJ?^ 0 
ah* integration into European strueturea," pr °^ 

Last week Mr Medar used newly assumed rJiS 0- 

invasQgatton of the Interior minister, Gustav 3 * 0p 31 

1897 referendum on joining Mato and ’ who abort ®c 

M dnapptog of the son of Michael KavaTtbe^,£^L ma 1995 
end a vocal opoonem of the prime minister 9< * n S f^estoeni 
The EU said Mr Medar’s decision brounh* . 
commitment to “commonly accepted t ^S| es 'L C ^ on 
nance and the ruh of law*. ^ 9°°d gover- 

The statement, agreed by as !5EU member atro. 

Mr Medar prepared to attend . » 

along with leaders of 11 other nations akrtrto*form»IlK ,rQw 
theEU. membership o 

Conosm over Mr Metis's authoritarian gtvfa h» , 
helped push Slovakia off a list of five aostS&^? reat, y 
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Russia credit rating 
warning withdrawn 


By Chrystta Freeland m Moscow 

Russia received a boost 
yesterday when Fitch IBCA, 
an international rating 
age n cy, withdrew a warning 
that it might downgrade its 
assessment of its economic 
situation. 

The decision raised Rus- 
sian hopes that Moody's, 
which had also alerted inves- 
tors' that the country might 
soon be downgraded, might 
follow suit a p t j maintain Its 
current credit rating. 

IBCA's relatively optimis- 
tic assessment coincided 
with assurances from the 
Kremlin that the country's 
leader was also in good 
health. 

President Boris Yeltsin, 
who underwent heart sur- 
gery in late 1996, said be bad 
passed a doctor's check-up 
five days ago with flying col- 
ours. 

“The subject of the presi- 


dent’s health should be 
closed,- Mr Yeltsin said, 
speaking robustly during a 
television appearance. “This 
subject does not exist. I 
would have said myself hon- 
estly if something had not 
been done during the opera- 
tion." 

But despite the Russian 
leader’s forceful assurances 
yesterday, Mr Yeltsin's occa- 
sional Incoherence and 
apparent frailty during his 
rare public appearances 
have made it all but impossi- 
ble for the Kremlin to quasb 
lingering concerns about his 
health. 

Russian authorities are 
having better luck convinc- 
ing analysts that the coun- 
try's frail economy is on the 
mend. 

IBCA said it had decided 
to confirm its BB+ rating for 
Russia, after earlier warn- 
ings that the country might 
face a downgrade, because of 


recent, vigorous efforts by 
the government to cut 
spending and improve tax 
collection. 

"They were getting very 
complacent last year, but 
they've had a shock to the 
system." David Riley, associ- 
ate director of IBCA said. 
"They have tightened fiscal 
and monetary policy over 
the past few months and 
1 think they are going 
to meet their budget 
targets.” 

Analysts in Moscow 
viewed IBCA's move as a 
response to the Russian gov- 
ernment’s strong reaction to 
nervous markets and a 
threatened collapse in confi- 
dence in the rouble earlier 
this year. 

In the face of these dan- 
gers, the Moscow authori- 
ties, who had initially said 
that the Asian economic cri- 
sis would have no effect on 
Russia, promised to curtail 




President Yetaki In ebuBtont form on television yesterday Picture: Remora 


spending sharply, launched 
a renewed campaign to boost 
feeble tax collection and 
promised to reform the tax 
system this year. 

"Russia has made all the 
right noises,” Roland Nash, 
head of credit research at 


MFK-Renaissance, a Moscow 
based investment bank, said. 
"Basically, IBCA's decision 
is a reward for Russia's 
promised political and eco- 


However, both Moscow 
analysts and IBCA cautioned 
that Russia now needed to 
act on its promises, warning 
that otherwise the country’s 


nomic improvements made serious structural problems 
since the beginning of Feb- could prevent strong eco- 
ruary." nomic growth. 


Soviet legacies still a problem for Ukrainian land reform 


Collective farms are being shared out but farmers are finding it 
hard to finance their new holdings, reports Charles Clover 


I ith a knock of a gavel, 
Vasyl Vasylyshyn last 
month assumed own- 


have swung decisively in 
favour of privatisation, 
according to a study by the 


erahip of part of the western . International Finance Corpo- 


Ukrainlan farm which he 
and his comrades used to 
own collectively. He received 
a tractor, a harvester, and a 
few hectares of land. 

As he clutched the title 
deed to his share of the Pry- 
puttia Farm, Mr Vasylyshyn 
began to consider the scale 
of the investment he needs 
to make. “Where’s the 
money going to come from?” 
be asked. 

Many fanners are asking 
the same question as - 
Ukraine auctions its old 
Soviet collective farms to 
their former owners. Privati- 
sation of agricultural land is 
only the first hurdle to 
returning the farmland to 
the days when it was known 
as the “bread-basket of 
Europe". 

Land reform has begun 
just as the country’s farmers 


ration <TFC), which advises 
the Ukrainian government 
on privatisation. The IFC 
estimates that by the end of 
the year, up to 7 par cent of 
all agricultural land will be 
in private hands. 

Farmers such as Mr Vasy- 
lyshyn find it hard to obtain 
the credit on which fanners 
in market economies depend 
to finance the growing sea- 
son. They cannot use their 
farms as collateral for a 
mortgage because the sale of 
land Is illegal. 

The banking system is 
not for peqple like me," Mr 
Vasylyshyn complains. 

Though farmers are eligi- 
ble. far state credits to new 
landowners, their Inability 
to obtain bank credit leaves 
them , at the mercy of the 
“Kommersants", or private 
trading companies, which 


run Ukraine’s barter econ- 
omy and offer farmers 
highly unfavourable terms 
for the supply of diesel, 
seeds, and fertiliser. 

Last year, the ministry of 
statistics estimated that bar- 
ter transactions were equal 
to two-thirds of Ukraine’s 


iffs. The problem is most 
acute in grain production, 
where a state monopoly con- 
trols storage and distribu- 
tion. 

In 1996, with world wheat 
prices at $235 per tonne, 
Ukrainian producers 
received roughly $115 per 
tonne, $60 less than their 
American counterparts. 

The differential resulted 


It is estimated that by the end of this 
year up to 7 per cent of agricultural 
land wifi be in private hands 


gross domestic product. 
"The farmers are not the 
ones who decide the terms of 
these transactions," says 
Vasyl Shepa, presidential 
adviser on the Agro-Indus- 
trial Complex. 

The farmers’ problems do 
not end when they manage 
to obtain proper equipment 
and supplies. After the har- 
vest, they have to use 
monopoly crop processors 
which charge exorbitant tar- 


trom the excessive market- 
ing costs incurred by 
Ukraine's grain operation. 
The problem of monopolis- 
tic provision of important 
grain marketing services is 
particularly insidious in 
Ukraine,” writes Dr Stephan 
Von Cramon Taubadel in a 
1997 monograph on Ukrai- 
nian agriculture. 

President Leonid Kuchma 
is attempting to help the 
farmers. He may have been 


Influenced by the World 
Bank’s decision to freeze a 
$150m agricultural loan to 
Ukraine, pending liberalisa- 
tion of land ownership and 
privatisation of distribution 
and storage facilities. 

The government also 
badly needs the cash which 
privatisations would raise. 
This year, Ukraine will begin 
the process of breaking up 
and privatising Khlib 
Ukralny, the state-owned 
grain processing and storage 
monopoly. 

Last month, Mr Kuchma 
and Valery Pustovoitenko, 
his prime minister, reviewed 
the law which prohibits the 
sale of land and decided it 
actually only applied to 
municipal land. That meant 
agricultural land could be 
bought and sold freely. "This 
is probably the most impor- 
tant single ref Mm for agri- 
culture in the country,” said 
Eric Howell, head of the 
IFCs land privatisation proj- 
ect in Ukraine. 

. However, powerful forces 
oppose the reforms. Olek- 


sandr Moroz, leftwing 
speaker of Ukraine's parlia- 
ment, is opposed to the sale 
of land because he fears that 
people like Mr Vasylyshyn 
will be cheated by bankers. 
"[Selling land I Is a crime 
against Ukraine," he says. 
"If land becomes an object of 
buying and selling, it will be 
sold for no price.” 

The break-up of Khlib 
Ukralny may become hos- 
tage to struggles between Mr 
Moroz and President 
Kuchma over control of the 
privatisation process. With 
parliamentary elections set 
for the end of this month, 
western diplomats predict 
political positions will 
harden, and not much 
reforming will get done. 

But most observers think 
the next government will be 
compelled to address the 
farmers’ concerns. As Edfl- 
berto Segura, head of the 
World Bank mission in 
Ukraine, says "I think 
Ukraine realises that reform- 
ing agriculture is essential 
to its development”. 


Prodi to 
abolish 
state car 
fleet 

By James BBtz In Rome 

Romano Prodi, Italy’s prime 
minister, has taken another 
step towards slimming dawn 
the Italian public sector by 
announcing plana to sell off 
the infamous government 
car service. 

His administration is mov- 
ing towards a system under 
which officials will be driven 
around in hire cars run by 
private sector companies. 

Mr Prodi said the govern- 
ment would sell 40,000 cars 
used in the servisio dello 
state (state service), which is 
widely seen as one of the 
more unaffordable perks of 
the Italian civil service. 

The scrapping of the cen- 
trally run car pool is expec- 
ted to save the treasury 
LIQObn ($55 .5m) in running 
costs by the end of the year. 
The treasury is expected to 
save a further L40bn on the 
cost of annual purchases of 
new cars for the fleet 

The new system will mean 
that each public sector body 
pays directly for car hire. 
That might lead to a reduc- 
tion in the over-expenditure 
of some departments. 

For decades, the Italian 
press and public have been 
suspicious of the use of state 
cars by officials. There have 
been stories about a mayor 
who used the government 
car to transport his family 
on holiday to Romania and 
about a deputy mayor was 
seen using bis car on a visit 
to a casino 

But the biggest concern is 
that some public bodies have 
Ear more vehicles than they 
could possibly need. The jus- 
tice ministry, for example, is 
understood to have 3,404, 
while the Italian Red Cross 
has 5097. 

The Treasury, by contrast, 
has 268 cars and the Indus- 
try ministry just 36. 

There are similar excesses 
among local public sector 
bodies. The Puglia aque- 
duct's administrators have 
321 cars - almost 40 more 
than the finance ministry 
and nearly double the num- 
ber used by Mr Prodi's own 
office at the Palazzo Chigi. 


Coalition 
row stalls 
Romania 
budget 

By Anatof Devon 

Crucial talks on Romania's 
draft budget for this year 
were deadlocked yesterday, 
raising the prospect that the 
government could be about 
to fafi. 

The Democrat party, 
junior partners In the ruling 
coalition, are demanding the 
removal of Victor Ciorbea, 
the prime minister. 

Although the budget 
should have been passed five 
months ago, it has been 
repeatedly delayed by dis- 
agreements between the 
coalition partners. 

The international Mone- 
tary Fund is withholding the 
third tranche of a $4 10m 
stand-by loan until Romania 
passes a fiscally tight bud- 
get The IMF wants annual 
inflation reduced to 37 per 
cent from the figure last 
year of about 150 per cent. 

The government hopes to 
reduce inflation to 45 per 
cent this year - a target 
which is regarded as unreal- 
istic by many experts. IMF 
officials say they are uncon- 
vinced by the government’s 
plans to raise revenue in 
order to slash the budget 
deficit to 3.6 per cent from 
its present 4 per cent. 

Extra taxes brought in 
under the draft budget have 
already caused social pro- 
tests. Yesterday 20,000 work- 
ers from the transport and 
vehicle manufacturing sec- 
tor demonstrated In the city 
of Brasov against new 
import duties which will 
raise petrol prices by almost 
50 per cent 

Democrat party leaders 
insist that they are opposed 
only to Mr Ciorbea as prime 
minister and not to reforms 
or to the budget. 

• On Monday, the party 
leader, Petre Roman, 
rejected an appeal by Presi- 
dent Emil Constant inescu to 
pass the budget first and 
debate confidence in the gov- 
ernment later, "We still 
believe that a reform pro- 
gramme, tied to the 1998 
budget, should be imple- 
mented by a new govern- 
ment," Mr Roman said. 
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UCKING COMPANIES 
MOVE FREIGHT. 



PS TRANSPORT GOODS. 



AIR FREIGHTERS 
CARRY CARGO. 



LL US TO MOVE IDEAS. 
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Years ago, GTE was simply a telephone company: a mover of voices over copper wires. 
But now, we’ve become a leader in the movement of ideas and information via a variety 
of vehicles: local telephone, long distance, wireless, video, the Internet, Airfone* and 
directories. In fact, GTE has quietly built a company that’s a lot different than most 
people realize. So we wanted to take this opportunity to tell you how we walk the walk. 


We’re non f one of the largest providers of Internet 
solutions to business. And we’re developing a 15, QQQ-mile 
data network stretching from the eastern seaboard to 
the California coast. It will expand the GTE network 
to 1Q0 times the size of todays Internet . 

GTE manages private data networks 
for thousands of clients, ranging from 
the University of Kentucky to 
Microsoft to the California 911 
service. And wc 'ye been a leading 
provider of ’information technology 
to the U.S. government for more 
than 35 years. 

GTE provides 
directory services 
in more than 
15 countries. 

On the Web. 

our Super Pages* Interactive 
Services are a valuable business directory ; receiving more 
than 28 million visitors last year. We also host some of 
the largest websites in the world, supporting more than 
25 million page views a day over our network- 



We’re a leader in Internet security, too. making business 
on the Net safer through state-of-the-art encryption and 
firewall technologies, such iis our Site Patrol^ managed 
security service . Even the Department of Defense 
and the U.S. Treasury depcyid on GTE 
for highly secure networks. 

We’re also a long-distance 
company, with more than one 
and a half million customers. 
We're a wireless company, with 
more than four million cellular 
customers in the US. We’re the 
leader in in-flight calling , with 
Airfone? * installations in more 
than 2fl00 aircraft worldwide. 
We’re building a tireless paging system 
for 25 major cities in China. We serve more than 
six million customers outside the US., from Canada to 
Argentina. And »*c have more than 21 million lines in the 
U.S. . from Alaska to Florida. 

We're people who move ideas y from one person to tf?e 
other and one place to the next, in a lot of different ways. 

That's what wc do. That’s who we are. 


While your business already has a telephone company, you may not have a local, long distance, 
wireless, video, Tnt<*mef, Airfone 0 and directories telephone company. And while most businesses 
are familiar with people who move raw materials, finished goods and overnight packages, 
you may not have a company that’s dedicated to moving your most precious cargo of all 
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BJP to form Banks’ lending squeeze puts many of 
next Indian Japan’s smaller companies in peril 


NEWS DIGEST^ 


CHINA’S ECONOMY 


government 


Number of corporate suicides dramatises 
problems of switching to capital markets 
finance. Michiyo Nakamoto reports 


Japan’s credit crunch 


Number of taRtapfcfes 

Tont 169 


By Hark Nicholson in New Detii 


Atal Bebari Vajpayee, leader 
of the Hindu nationalist 
Bharatiya Janata party, last 
night accepted an invitation 
from India's president KJR. 
Narayanan to prove he can 
form a stable government 
with his allies. 

However, Mr Vajpayee 
admitted the BJP, which 
emerged as the largest single 
party after the election, and 
its coalition of regional 
allies, still remained short of 
a governing majority. 

Mr Narayanan asked Mr 
Vajpayee to supply letters 
proving support from its 
allies. The BJP leader said 
he would do so today. 

Mr Vajpayee, the alliance's 
leader, would become prime 
minister for a second time, 
having presided over the 
BJP's ID-starred administra- 
tion after the May 1996 elec- 
tion. That BJP regime 
resigned after 13 days when 
it failed to win parliamen- 
tary support 

Congress party leaders 
immediately dismissed BJP 
claims it could provide a 
durable government in the 
sharply divided and hung 
parliament resulting from 
India’s 12th general election. 
“If Mr Vajpayee wants 
another 13-day government 
that's OK , " said Tariq 
Anwar, Congress secretary- 
general. 

However, the BJP expects 
this time to survive a tight 
parliamentary vote with 
backing from regional par- 
ties, whose electoral perfor- 
mance outshone both the 
United Front coalition and a 
Congress party revived by 
the campaigning of Sonia 
Gandhi, widow of former 
prime minister Rajiv. 

Mr Narayanan’s issued his 
invitation promptly os 
receipt of the official election 


results, following the last 
official voting in Jammu & 
Kashmir State on Saturday. 

BJP leaders said they 
expected their new adminis- 
tration to he sworn in by 
Monday. They said the affi- 
ance so far has the backing 
of 265 MRs, .following post- 
electoral backing from 
smaller parties and indepen- 
dents, creating a coalition of 
22 parties. 

However, though the tally 
would be short of a majority, 
the party expects it to be 
enough to form the govern- 
ment, given division within 
the 14-party UF and no com- 
peting Congress claim to 
govern. Mr Vajpayee said he 
would form his administra- 
tion only after the Hindu fes- 
tival of Holi on Friday. The 
party is then expected to 
announce ' a “National 
Agenda” intended to form 
the coalition’s programme 
for government. 

BJP leaders have said the 
“agenda” would exclude 
some of the party’s conten- 
tious Hindu policies of “cul- 
tural nationalism”, empha- 
sising instead “motherhood” 
issues including revival of 
India’s flagging economy, 
employment and social 
issues such as health, educa- 
tion and housing: 

The BJP has given no 
clear clue as to who would 
occupy the post of finance 
minister, tho u g h party insid- 
ers said the job would 
almost certainly be held for 
a senior BJP politician. 

This would appear to cre- 
ate a shortlist including L.K. 
Ad van I party president, Jas- 
want Sinha, a former finance 
minister, Murli Manohar 
Joshi. a hardline nationalist 
BJP leader, and perhaps Jas- 
want Singh, who held the 
post in the BJP's 13-day 
regime but who lost his seat 
in +ht«» election. 


T he 42 Japanese compa- 
nies that collapsed in 
January do not quite 
convey the depth of the 
problem. The handful of cor- 
porate suicides do. Japan’s 
credit crunch is hitting the 
factory floor, where manag- 
ers are throwing in the 
towel, and in middle class 
homes, where executives are 
taking their lives. 

This week Hyutaro Hashi- 
moto, the prime minister, 
told parliament that he 
planned to meet business 
and finance industry leaders 
to relay his concern about 
banks' tight leading prac- 
tices. He says he will ask 
them to be more lenient 
The credit squeeze by Jap- 
anese banka is raising the 
spectre of an even worse out- 
come than bad been envis- 
aged as companies face diffi- 
culty raising funds as 
financial year-end 
approaches on March 31. 

“Something unbelievable 
is happening.” warns Katsu- 
yuki Kumagai, of Teikoku 
Data Bank, a private 
research company. He says 
it is all very well to talk 
l about survival of the fittest 
and to want to raise banks' 
efficiency, but is Japan pre- 
pared to accept the fact that 
a large number of small com- 
panies are going to disap- 
pear. 

Shoko Chukin, a govern- 
ment-linked lending agency 
for smaller companies, says 
small players face the most 
serious cash flow problem in 
nearly two decades. But 
small companies are not the 
only victims. Last week, 
Daido Concrete, a leading 
maker of concrete piles, 
became the first listed com- 
pany to file for bankruptcy 
thfo year. 

TTie ostensible cause of the 
credit crunch is a new 
requirement that banks 


meet stricter capital ade- 
quacy rules by the end of the 
fiscal year. As a result, they 
are cutting back on their 
corporate loans with unprec- 
edented zeal. Banks are in 
any case facing awesome 
problems of bad debt. 

The credit crunch under- 
scores the changing relation- 
ship between banks and 
their corporate borrowers: 
increased competition as 
banks prepare for Big Bang 
financial liberalisation has 
forced banks to review their 
lending policy. 

Daido’s case is typical of 
companies which suddenly 
find that the banks they had 
relied on all along, are sud- 
denly pulling out. 

When Daido announced it 
was filing for bankruptcy in 
spite of being profitable, it 
pointed an accusatory finger 
at its bankers. 

Daido says the insistence 
of its banks that Daido guar- 
antee loans to its subsid- 
iaries in Asia and bank's 
failure to supply the com- 
pany with short-term fund- 
ing, forced it into bank- 
ruptcy. 
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I n many cases, companies 
have found that a decline 
in the value of their assets 
because of the fall in prop- 
erty values, provides banks 
with justification for 
demanding an increase in 
collateral With the econ- 
omy, in effect, in recession, 

many mrn paniiK are unable 

to meet banks' demands an 
collateral This often triggers 
a series of events leading to 
the company’s collapse. 

Analysts say tighter lend- 
ing criteria is a healthy 
development given the com- 
petitive pressures banks face 
as the financial sector is 
deregulated. 

But the impact of the 
credit squeeze is high, espe- 


cially on Japan's small and 
medium-sized companies, 
which play a crucial role in 
the structure of domestic 
industry. 

Small and medium-sized 
companies. " having relied 
almost entirely on bank 
funding, are unable to tap 
the capital markets, which 
large companies can. 

While Big Bang is forcing 
companies to reduce their 
dependence on indirect fin- 
ancing. smaller companies 
which are not experienced in 
raising funds directly on the 
markets, have few, if any, 
alternatives, says Rokurou 
Kuroda, of Tokyo Shoko 
Research, a research com- 


pany. 

He also questions the 
assumption that hanka are 
making a reasonable distinc- 
tion between healthy and 
weak companies, in deter- 
mining which ones deserve 
to be supported. 

“Bank officials have been 
given a quota for how much 
of their outstanding loans 


Suharto presidency nodded through 


By Sander Thornes In Jakarta 



Suharto’s smooth re-election 
came as no surprise yesterday 


The delegates rose, stared at 
a giant wooden eagle that 
symbolises Indonesia and 
yelled “Agree” when asked 
by the speaker of the assem- 
bly whether they accepted 
Mr Suharto as their presi- 
dent for a seventh term. 

President Suharto’s 
smooth re-election yesterday 
came as no surprise. He was 
the only candidate. But it 
still marks a triumph for the 
76-year-old leader, whose 32 
years at the helm have been 
tarnished by a sharp eco- 
nomic downturn in recent 
months. 

O nly m embers of the Mos- 
lem PPP party remained in 


their seats in the Soviet-style 
hall of the Assembly or 
People’s Deputies. They 
remained seated during the 
last election as well, five 
years ago and gained 23 per 
cent of the vote in last year’s 
parliamentary elections on a 
pledge to push for demo- 
cratic reform. 

Yesterday, they declined 
to applaud Mr Suharto, who 
was not in the assembly hall 
Bat they nevertheless mum- 
bled their approval of Mr 
Suharto, who will be sworn 
in today, and are expected to 
join in a unanimous vote, 
also today, for the controver- 
sial BJ. Habibie as vice-pres- 
ident 

Tm very pleased with this 


outcome, and I thank the 
people for It” said Hutomo 
Mandala Putra, Mr Suharto's 
youngest son. The president 
has appointed him and three 
other children to the assem- 
bly and hand-picked most of 
the other ijX)Oodd members. 

Opposition leaders such as 
Megawati Sukarnoputri and 
Auden Rais have refrained 
from upsetting the election 
ceremony with public cam- 
paigns but students have 
protested across fire country 
to demand Mr Suharto’s res- 
ignation. 

Police arrested four promi- 
nent activists yesterday as 
they opened a meeting of 
opposition groups that was 
to include Mr Rais. Public 


meetings have been banned 
for a month. . 

Most Jakartans ignored 
the ceremony, focusing 
instead on persistent 
rumours that the president 
will press ahead with his 
plans to peg the rupiah 
under a system known as a 
currency board. The Interna- 
tional Monetary Fund 
opposes the idea, warning 
that such a move would 
spark a rush on dollars. It 
insists Mr Suharto imple- 
ment reforms first. 

Many Indonesians suggest 
Mr Suharto could opt for a 
currency board backed by 
his own fortune. “Didn't [Mr 
Suharto] say he would sacri- 
fice his wealth and his life 


for his people and bis 
nation?" said Mohammad 
Sadli, a former minister, 
referring to the president's 
election pledge last weekend. 
“Let him sacrifice just his 
wealth to solve the crisis." 

It is unclear how much the 
president possesses offshore 
and how much of his fortune 
is liquid enough to back a 
currency board. 

“He has the money.” said 
an observer. “It would be 
worth it to bring even half of 
it back to save the goose 
that lays the golden eggs.” 
Few believe, however, that 
the goose would survive a ( 
currency board. 
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Beijing firm in belief 
that bigger is better 
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Moving to 

Virtual Financial Services 

The 1998 Intrabank European Forum 
21-22 April 

Cabot Hall • Canary Wharf* London 

A forum debating' the latest and future 
trends in financial services technology; 
introduced by Jim Barksdale. 
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The Chinese government is 
still determined to build 
industrial conglomerates as 
part of a strategy of develop- 
ing world-beating compa- 
nies. despite the concerns 
raised by the Asian financial 
crisis about the efficiency 
and transparency of state- 
fostered industries that fol- 
low the model of the chaebol 
in South Korea. 

‘'The South Korean experi- 
ence has told us that in the 
process of establishing large 
enterprise groups we must 
pay attention to the asset 
and liability ratio,” said 
Chen Qingtai, vice-minister 
at the State Economic and 
Trade Commission. How- 
ever, he said China should 
continue its policy of braid- 
ing large corporate groups 
which would be able to com- 
pete in international mar- 
kets. 

Since early last year. Bei- 
jing has publicly endorsed 
the development of Indus-- 
trial conglomerates by merg- 
ing China's large, lumbering 
state enterprises in an 
attempt to build companies 

with global weight. Yet in 
the wake of the bankruptcies 
of a number of South Korean 
chaebol, or conglomerates, 
many economists had expec- 
ted China would quietly 
retreat from its policy of 
building industrial mam- 
moths. 

But Mr Chen said the gov- 
eminent still subscribed to 
last year's slogan: "Grab the 
big. let go the amah”. The 
implication is that smaller 


enterprises will have to sink 
or swim in China's transi- 
tion to a market economy, 
but the government is deter- 
mined “to achieve a visible 
improvement in bigger 
enterprises". 

He explained: “Among the 
state-owned enterprises in 
China, the average equity 
amounts to only YnlOm- 
Yn30m [$i.2ra-$3.6m] and 
this is too small for tbem to 
take part in [mtemationall 
competition.” 

Yesterday, senior govern- 
ment officials suggested that 
BaosteeL one of China's larg- 
est steel producers and a 
company already being 
nudged into a merger with a 
loss-making steelmaker in 
Shanghai, should join forces 
with Wuhan Steel another 
large steelmaker from cen- 
tral China’s industrial heart- 
land, to form the country's 
"first world-class steel- 
making group". 

A “strategic merger of the 
strong" would see off compe- 
tition from international 
competitors, according to 
Tai Xingshi and Wang XL 
members of the Chinese 
People's Political Consulta- 
tive Conference, an advisory 
body to China's parliament. 

“Domestic steel firms are 
already keenly hurting from 
the onslaught of imported 
steel and are not prepared 
Tor the market opening that 
w£U accompany China's Join- 
ing the World Trade Organi- 
sation ” the officials said. 
But they added: “Mergers of 
the strong with the weak 
can hardly achieve strategic 
restructuring results." 

Meanwhile, Zhu Rongji, 


China's vice-premier in 
charge of the economy and 
the man expected nejrt week 
to be appointed China's 
prime minister, yesterday 
turned on incompetent man- 
agers, warning that the prob- 
lems of China's loss-making 
state enterprises will not be 
resolved “without solving 
the leadership problem". 

"We cannot put an end to 
state-owned enterprises con- 
tinuing to lose money with- 
out solving the leadership 
problem in enterprises, and 
without changing the out- 
dated management struc- 
ture." Mr Zhu was quoted as 
saying by the Xinhua news 
agency, China's official news 
agency. 

"Some executives do not 
feel guUty in the least when 
their businesses are suffer- 
ing great losses. How can 
such enterprises change for 
the better with such people 
in charge?" Mr Zbu asked. 

Separately. China's 
National People's Congress, 
or parliament, voted over- 
whelmingly to approve a 
sweeping restructuring of 
the government. Of 2,614 del- 
egates, only 12 voted against 
the plan, which envisages 
cutting the number of civil 
servants by half this year 
and reducing the number of 


Industrial growth slows 
to 8% as demand falls 
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Chen Xitong indicted soon 
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they should collect and their 
performance is measured on 
how much of the quota they 
attain.” he says. Since small 
companies try to return prof- 
its as much as they can to 
their employees, rather than 
book them as profits, they 
often become the target of 
banks which use high profits 
as a criterion of soundness, 
he notes. 

The government is making 
YSO.OOObn iJ235bn) of public 
money available to banks to 
capitalise. But there are 
strong doubts whether this 
package - one of several to 
revive the banks and the 
economy - will have any 
enduring impact in easing 
the credit crunch. 

“Japanese banks are cut- 
ting back on their lending 
not because they don't have 
the funds but because of the 
financial uncertainty," says 
Mr Kumagai at Teikoku 
Data Bank. In the poor eco- 
nomic climate, Mr Kumagai 
says banks have lost their 
ability to take risks. 1 


Chinese enters are 

graced former Communist party boss Qpen 

corruption and dereliction of duty. The dad*^ol^«^ 
comes as China has unveiled bold pbsmtst 
cracy. partly to combat corruption and other abuses 

P °Offlcials sad he eras IMy to receive a heft, prison sentence. 

party as a warning to other officials. 

Mr Chen. 67. has disappeared from the public eye ^nce ta 
was ousted as Communist party boss ln a 

Ing allegations that he was involved in taking kickbac 

Ta^S» o». Hu An, in, a tonrer 

Communist party secretary in a factory in the 

Henan, was given a suspended death sentence tor 

and embezzling public funds worth Yn2m (S24lm). James Kynge 


NUCLEAR WASTE 


Ship sparks stand-off in Japan 


A ship full of nuclear waste was last night stranded outside a port 
In the northern Japanese prefecture of Aomori after the provincial 
governor refused it permission to dock. 

The stand-off reflects public concern over Japan’s expanding 
nuclear power programme and Its safety record. Confidence in 
Japan's nuclear Industry was shaken last year by a series of acci- 
dents and bungled cover-ups at nudear Installations. This latest 
stand-off comes one year after Japan's most senous nuclear 
accident to date, a fire at a plant In Tokaimura. north of Tokyo. 

The 24 tonnes of highly radioactive waste on board the Pacific 
Swan, a British-registered freighter, originally came from Japa- 
nese nuclear power plants, but were reprocessed in France. The 
vitrified waste is bound for a temporary storage facility in Rok- 
kasho village, next to the port 

Mono Kimura. the Aomori governor, at the weekend demanded 
a meeting with Ryutaro Hashimoto. Japanese prime minister, to 
seek reassurance that his prefecture would not become a perma- 
nent dumping ground for the waste. Mr Hashimoto refused to 
meet Mr Kimura. and instead arranged meetings for him with the 
minister for International trade and industry, and the head of the 
science and technology agency. Bethan Hutton, Tokyo 


PAKISTAN BOMB ATTACKS 


Security alert after 21 die 


Pakistani authorities yesterday stepped up security across the 
country's main train stations after another bomb planted aboard a 
train, the second this week, killed at least 10 people and Injured 
more than 50. 

The bomb, planted aboard a train which was entering Lahore, 
the country’s second largest city, exploded just before the morn- 
ing rush hour. On Monday, a bomb ripped through a train outside 
Lahore, killing eleven people. 

Senior government officials immediately accused unnamed 
foreign elements" of causing the blasts. In the past. Pakistani 
officials In similar references have Indirectly accused India, the 
neighbouring country and long-time rival, of bang responsible for 
terrorist attacks including bomb blasts. 

Yesterday's explosion however caused further embarrassment 
to Nawaz Sharif, prime minister, whose fight against terrorism 
appears to be fast losing momentum. 

Last August, Mr Sharif announced tough new laws to combat 
terrorism. But so far, the government has had Tittle success in 
cubing terrorist incidents. Farttan Bokhan, Karachi 
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government ministries to 29 
from 40. 

The ministries to be 
scrapped or merged include: 
The ministry of power indus- 
try. ministry of coal indus- 
try, ministry or metallurgi- 
cal Industry, ministry of 
machine building industry, 
ministry of electronics 
Industry, ministry of chemi- 
cal industry, ministry of 
internal trade, ministry of 
posts and telecommunica- 
tions. ministry of labour, 
ministry of radio, film and 


television, ministry of ceol- 
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THE AMERICAS 

SLOWDOW N LIK EL Y TO H IT HARD AT STATE-OWNED OIL AND ELECTRICITY INDUSTRIES 

Mexico slows foreign borrowing 



ZecfiBo would not hesitate to make ackfitional cuts Picture A P 


By Lesfie Crawford 
to Mexico City 

Mexico’s finance ministry is 
slowing down approval for 
investment projects that 
require foreign funding, to 
avoid flooding international 
capital markets with 

unwanted Mexican debt. 

Finance ministry officials 
concede the slowdown will 
affect projects in the 
state-owned oil and electric- 
ity industries, including a 
growing number of big ven- 
tures which are contracted 
out to the private sector 
because of public spending 
constraints. 

The investment slowdown 
is likely to subdue economic 
growth this year, following 
growth of 7 per cent in 1997. 
Before Latin America began 
feeling the knock-on effects 
of Asia’s financial crisis, the 
Mexican government had 
hoped 1998 would be a year 
of investment-led growth. 

The 1998 budget foresaw a 
15 per cent increase In public 
and private investment, 
which would contribute half 
of the economy’s projected 
5.2 per cent growth, this year. 
Investment in electricity was 


set to rise 50 per cent, 
according to the finance 
ministry's projections. 

The oil industry, which 
provides 40 per cent of the 
government’s income and 10 
per cent of the country's 
exports, was singled for a 60 
per cent increase in invest- 
ment. 

The private sector was 


expected to finance and 
develop the bulk of infra- 
structure projects, which 
required raising 47.2bn pesos 
($5^5bn) abroad this year. 

. The funds would be in 
addition to the SSlbn which 
Mexico needs to raise in the 
international capital mar- 
kets to cover debt-servicing 
obligations and its projected 


S12bn current account deficit 
in 1998, according to Gold- 
man Sachs, the US invest- 
ment bank. 

The Mexican government, 
which is sensitive about its 
dependence on foreign capi- 
tal, disputes Goldman Sachs' 
figures, saying the external 
financing requirement will 
reach $4l.5bn this year. 

What is not in dispute Is 
the flight to quality by inter- 
national banks and investors 
In the wake of Asia’s trou- 
bles, which may deprive 
Mexico of foreign capital 
only three years after inves- 
tors balked at the country’s 
political and economic prob- 
lems and refused to roll over 
$29bn of short-term debt, 
triggering the peso crisis. 

“We are adjusting the 
pipeline of oil and electricity 
related projects, and we are 
trying to finance them 
mainly with bilateral, or 
World Bank and Inter Amer- 
ican Development Bank 
funds,” Martin Werner, dep- 
uty finance minister, said in 
an interview. 

Carlos Garcia Moreno, 
director of public credit, said 
only $3bn of private-sector- 
funded infrastructure pro- 


jects had been approved so 
far, against the $5.6bn out- 
lined in the budget Mr Gar- 
da Moreno said the budget 
figures were a “Santa Claus 
wish list". 

“We are studying whether 
there is the management 
capability to handle all these 
projects, and whether they 
are flnanceable in the inter- 
national capital markets,” 
Mr Garcia Moreno said. 

A Slbn, 10-year bond 
issued last week by the Mex- 
ican government was twice 
oversubscribed, according to 
Mr Garda Moreno. 

President Ernesto Zedillo, 
whose over-riding concern 
appears to be to avoid 
another economic crisis such 
as the one be inherited in 
December 1994. told Mexican 
bankers last week: “We well 
know the consequences of an 
excessive dependence on 
external savings.” 

He said he would not hesi- 
tate to make additional cuts 
to the budget If international 
oil prices continued to fall, 
or there were other external 
shocks to the economy. “Fis- 
cal discipline is the main 
foundation for lasting eco- 
nomic growth,” he said. 


FALUNG OF GM MODEL HAVE PROMPTED DOUBTS ABOUT GROUND-BREAKING LABOUR AGREEMENT 

Saturn workers’ deal loses gleam 


By a Special Correspondent 
in Spring H9, Tennessee 

At the time, it was hailed as 
a brave new frontier in US 
labour relations and the best 
means of turning back the 
Japanese tide in the vehicle 
sector. 

Now, the ground-breaking 
agreement between General 
Motors and the United Auto 
Workers’ union is under 
strain doe to a sharp fan in 
sales of the Saturn car pro- 
duced at GM*s Spring Hill 
plant south of Nashville. 
Tennessee. 

UAW members among 
more than 8JXX) workers at 
the Nashville plant will vote 
today on whether to pre- 
serve. their unusual labour 
contract, which rewards pro- 
ductivity and quality, and 


includes an undertaking by 
GM not to lay off workers 
except in “unforeseen or cat- 
astrophic" circumstances. 

Saturn workers, who have 
not been paid bonuses since 
last year, are expected to opt 
for the status quo rather 
than reverting to orthodox 
agreements which cover 
most GM employees. But the 
mood in Spring Hill, a rural 
enclave dominated by the 
giant $l.9bn GM plant, is 
fretful because of fears that 
the drop in sales may be 
protracted. 

But GM’s management 
and UAW officials, who 
made a big commitment to 
the Saturn agreement nego- 
tiated a decade ago, insist 
the arrangement has served 
both the union and company 
well and is worth preserving. 


The first Sa turns rolled off 
the production line in Octo- 
ber 1990. 

“This agreement is the 
only way to go,” says Dora 
Mack-TaUey, a union organ- 
iser. “This is the future of 
General Motors and the 
union. We have a full part- 
nership and we should stay 
the course" 

An unravelling would be 
especially embarrassing for 
GM, which has invested 
heavily in the Saturn proj- 
ect. But fashions change, 
and GM appears to have 
been wrong-footed by the 
current trend towards mini- 
vans and sport utilities at a 
time when petrol prices are 
at their lowest in years. The 
strong dollar and weaker 
yen has also led to increased 
competition from Japan. 


However, GM is blamed by 
Industry commentators for 
limiting the Saturn range 
simply to variations on its 
small car, and for not having 
expanded the marque to 
include larger vehicles pro- 
viding more choice. 

Sales slid 10 per cent in 
1997, and have dropped fur- 
ther this year. GM Has cut 
production by 21.000 units in 
the first half of 1998. or 
about 15 per cent of proj- 
ected output. The Saturn 
plant produced 271,000 cars 
last year, down from a peak 
of 313,000 in 1996. 

The slowdown has meant 
production lines have been 
shut for one day each week, 
and there are plans far lon- 
ger closures later in the year 
if sales fail to pick up. Work 

Company executives are 


sanguine about prospects 
and hint at plans for new 
models, but concede that 
there is nothing specific in 
the pipeline. “What it really 
means.” says Greg Martin, a 
company spokesman, “Is 
that we need to fight harder 
for market share.” 

To this end, GM is adding 
60 retail outlets this year to 
the existing 388, and is step- 
ping up advertising and pro- 
motion. There are an esti- 
mated 50,000 unsold vehicles, 
or some 100 days’ supply, 
compared with the normal 
Ifor Saturn) 60 to 70 days. 

Company executives are 
disappointed at workers' 
complaints about the model 
union agreement “The auto- 
mobile business is very 
cyclical." says one. "This too 
kHhII pass.” 


Clinton 
aide tells 
of ‘sex 
incident 9 

By Gerard Baker » Washington 

Another forma: White House 
aide who is alleged to have 
had a sexual encounter with 
President BUI Chn ton yester- 
day appeared before a grand 
jury investigating the presi- 
dent's relationship with 
Monica Lewinsky. 

Kathleen Willey is under- 
stood to have given a sworn 
statement that she received 
unwelcome sexual advances 
from Mr Clinton in Novem- 
ber 1993 and was questioned 
by prosecutors yesterday 
about reports she was urged 
to change her account of the 
incident. 

The Washington Post 
reported yesterday that Ken- 
neth Starr, the independent 
counsel investigating allega- 
tions of a cover-up by the 
White House, was examining 
whether Ms Willey was 
urged by people close to the 
administration to alter her 
testimony in the Paula Jones 
sexual harassment case. 

Mr Starr is already investi- 
gating claims that Ms Lewin- 
sky was offered attractive 
jobs in an effort to ensure 
her silence over her relation- 
ship with the president. 

According to newspaper 
accounts of a deposition 
given by Mr Clinton in Janu- 
ary, the president acknowl- 
edged meeting Ms Willey, 
but has denied making a sex- 
ual advance. He has also 
denied having an affair with 
Ms Lewinsky or asking her 
to cover it up. 

The former White House 
officials have been crucial 
witnesses in the Paula Janes 
case. 

Ms Jones’s lawyers have 
been trying to prove a pat- 
tern of inappropriate sexual 
behaviour by the president 
as part of their lawsuit, 
which Haims that Mr Clin- 
ton sexually harassed Ms 
Janes while he was governor 
of Arkansas in 1991. 

But the judge in the Jones 
case has ruled that the Lew- 
insky material may not be 
used in the sexual harass- 
ment civil suit, which is 
scheduled to come to trial in 
Little Rock on May 27. 


NEWS DIGEST 


PINOCHET _ 

Chilean strongman retiros 
from army after 65 years 

in an elaborate military ceremony and with tight security Chile's 
former rictator, General Augusts Pinochet, retired from the army 
yesterday after 65 years on active service, and almost 25 years 
as commander tn chief. 

He w9l be succeeded as army chief by Gen Ricardo Izurfeta, a 
virtual unknown outside Chilean mUftary carries. Gen Izurieta, Is a 
professional officer who had ffltie or no political responsibility dur- 
ing the military dictatorship, widely seen as politically essential. 

Gen Pinochet's retirement and Ws appointment as a Iffe-tong 
senator have been met tftis week by a number of demonstrations, 
organised to commemorate the estimated 3,000 people who died 
or vanished under his rule when he banned political parties, shut 
down Congress and Implemented a nightly curfew that lasted 
more than a decade. 

Opponents have {Stacked President Eduardo Fra! for allowing 
Gen Pinochet to take up the Senate seat, saying It made a sham 
of the democratic system. Imogen Marie, Santiago 


QUEBEC LIBERALS 


Charest hints at leadership 

Jean Charest said yesterday ha would consider running for the 
leadership of the Liberal party in Quebec, a post that would allow 
him to challenge the provinca's separatist leader In the next pro- 
vincial election. 

Many Canadians believe Mr Charest, the national leader of the 
Progressive Conservative party, is the only politician capable of 
defeating Lucian Bouchard, Quebec’s premier. 

Mr Charest had previously said he would not seek the party 
leadership, but has been under intense pressure to reconsider. 

He asked for a "short period of time” to consider his options, but 
would not specify a deadline lor a derision. 

Mr Bouchard has vowed to call another sovereignty referendum 
in the province ahorid he win re-election, and federalists want to 
prevent Canada from moving to the brink once again. Mr Bou- 
chard led separatists to within one percentage point of winring 
the last referendum In 1995. Investors bid up the Canadian dollar 
after Mr Charest's announcement, senring the currency dose to 
71 US cents. Scott Morrison, Toronto 


US PRODUCTIVITY 


Solid growth for quarter 

US business productivity recorded a sofid growth rate In the final 
three months of fast year but the increase was not as sharp as 
previously estimated, the government said yesterday. 

Growth in productivity of companies outside the farm sector 
was revised down to 1.6 per cent, on a seasonally adjusted 
annual basis, in the fourth quarter of 1997 from the previous esti- 
mate of 2.0 per cent, the Labour Department said. 

The report still showed a healthy trend for productivity gains, 
which can help prevent an overheating of the economy by allow- 
ing businesses to boost output and raise the pay of workers with- 
out incurring higher costs. 

Unit labour costs, which figure heavily In the prices of goods 
and services, rose at a 3.5 per esnt pace In the fourth quarter, up 
from the previous estimate of 3.0 per cent and also slightly higher 
than the forecast for a 3.3 per cent revised Increase. 

During the past two years, productivity has performed better 
than the roughly 1.1 per cent trend rate recorded since the early 
1970s. Reuters, Washington 
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Parents In Bosnia would no 
sooner let a child go out and 
play than let them get Into a 
car with a complete stranger. 

Because, abant IB children a weak ere keiai 
killed er naiwed ky tie 4 willies n exploded 
lend wines la the farmer Yngadavfa. 

Which is why at Children in Crists, we era 
creetiei safe play areas, where childrei cai 
ram, dimb and play sports, witbeet caning to 
any harm. Bet tn ndnrtake this task, we Deed 
year kelp. It casts £1 tn bay ■ wine, but ip to 
£518. te dear ana. Uf only it wee as sxjmumre 
to destroy lives as it was ta safeguard then, 
yai nay aat he rndtag this]. 

flafortBaatdy thoagb, oar work doesn’t eod 
in Bosnia, la fact, it has been estimated that 
far every ekfld ea the planet, there Is eew see 
land mine. Ha wonder tint even la canatrias 
where peace has heea rostered, we'd rather 
beep digghgap tie pest, than forget it 

Is allow as ta teatiaae ear work, please fill 
iB the eaipu and wake a donatioo. ffor uty 
£11 per child, we cae create a safe play areal. 

“Baa Jahaey can a oat ta play?” Sea, while 
year >iiey way not he ahle te change the 
world. It could very well change ear headline. 
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NEWS DIGEST 


BELGIAN INVESTMENT 


Row settled over Kazakh 
gas pipeline project 

Tractebel, the Belgian utility company, confirmed yesterday Ha 
bitter rift with the Kazakh government had ended and the compa- 
ny's assets had .been handed back. 

A settlement reached fit a meeting last week between Kazakh 
President Nursultan Nazarbayev and Mchoias Aiherinos, chair- 
man of Tractebel’s activities in Kazakhstan, meant full operations 
had now resumed, Tractebel said. . 

The Belgian company, which last July won a concession to 
manage Kazakh gas pipelines, said actions by tin prime minister, 
Nurlan BaJghmbayev. prevented It from running its operations and 
caused chronic gas shortages ttys winter. But the government 
accused tractebel of falling to ensure the stable supply it prom- 
ised and of not presenting clear investment plana. 

A neutral audit commission set up by Mr Nazarbayev to clear 
up the (Repute would remain in place so that any future problems 
could be ironed out smoothly, Mr Atherinos said. He said the end 
to the squabble meant there were no longer barriers to stop 
developments with Tractebel's Kyr g yz s t an by-pass and proposed 
gas pipeline to China going ahead as planned. Reuters, Brussels 

WEST BANK 


Israelis kill three at roadblock 

Israel] soldiers opened fire on an Arab-owned van at a West Bank 
roadblock yesterday, lading three Palestinian passengers and 
wounding at least four. An Israeli soldier was Injured after what 
the army said was an attempt by the van to run the roadblock. 

Aa news of the incident spread, protests erupted in the nearby 
town of Hebron. Dozens of Palestinians threw stones at Israeli 
solders in the divided dty. 

The shooting came at a time of deadlock between Israel and 
the Palestinians over the scope of an Israeli troop withdrawal fri 
the West Bank. Palestinian anger over the stalled negotiations 
has been running high, and the Palestinian leader, Yaseir Arafat, 
has warned of a possible new Palestinian uprising against Israel. 

Israeli officials said, the van tried to run over an Israeli sofefler 
who was lightly injured. Israeli troops thenopened fire, Wiling 
three. Palestinian officials said the .van veered off foe road 
because gf mechanical problems. AP, Taricoumtah, West Bank 


EGYPTIAN TOURISM ;•• •• 

Big fall after Luxor attack 

The number of toufsts visiting Egypt plunged in December to its 
lowest level in almost three years after a massacre of foreign hofi- 
dsymakers in Luxor, an official said yesterday. 'Fifty-eight foreign 
tourists and four Egyptians were killed in the attack on November 
17 last yean »- . . • ■ ■ - • .. 

The CentraPBank’s March bulletin said 178,000 tourists visited 
Egypt In .December, less than half foe figure for December 1966 
and the lowest monthly number for almost three-years. 

The December figure was the lowest since 161,000 in February,. 
1995. The bank's figures showed it wap leas than half that of 
December 1996, when 368,000 people visited. Mr. AbdelAzIz said 
the number of. tourists fail ftsther to .168,000 In Januaty 1 996, far 
below 260,000 In January 1997. 

He added theft year-on- year, foe declines in January 1996 and 
January 1997 have slowed compared to the ysar-on-yeer figures 
for Decembar..He said the gover n ment was aggressively promo- 
ting tourisnu/Tourfam traffic has resumed, not completely, but it 
has begun to resume," he said. Reuters, Cairo 


INTERNATIONAL 

EMERGING MARKETS IMF SEMINAR FAVOURS STRONG RNANCIAL SYSTEMS TO COP E WITH C API TAL AC COUNT UBERAUSATION 

Bid to calm fears over capital flows 


By Robert Ctote, Economics 
Editor, in, Washing ton ■ 


Asia’s financial crises should 
not discourage emerging 
market economies from 
opening themselves to capi- 
tal movements, but they 
should make sure domestic 
financial systems are strong 
enough to cope with big 
inflows and outflows. 

This was the consensus of 
a seminar on capital account 
liberalisation that ended yes- 
terday, organised.. by the 
International Monetary 
Fund. 

The IMF's 182 member 
countries have said they 
want the Fund to have for- 
mal jurisdiction to encour- 


age capital flows, but the 
•Asian crisis is prompting 
second thoughts. 

Michel Camdessus, the 
IMF's managing director, 
said it was dear in theory 
that free capital flows were a 
good idea. They offered bor- 
rowing countries the ability 
to finance more investment 
and promote economic 
growth, while investors got 
higher returns and the abil- 
ity to diversify portfolios. 

But numerous speakers 
emphasised that the price to 
be paid for these gains was 
the danger of greater eco- 
nomic instability as money 
flowed in and out For that 
reason, most argued that 
sound financial supervision 


and regulation was an essen- 
tial complement, although 
opinions differed on the 
sequencing of financial sys- 
tem reform and capital 
account liberalisation. 

Some speakers argued that 
promoting financial sector 
strength should be seen as a 
precondition for successful 
liberalisation, but others 
suggested that liberalisation 
might stimulate financial 
sector reform. Larry Sum- 
mers, the US deputy trea- 
sury secretary, said they 
should move in parallel but 
quickly. 

The IMF has long been 
concerned about capital 
flows in practice, but it is 
now drafting an amendment 


to Its articles of agreement 
which would give it formal 
responsibility. Tbe IMF 
would In effect police a coun- 
try's transition to a liberal- 
ised capital market, approv- 
ing any temporary controls 
deemed necessary. Mr Cam- 
dessus stressed countries 
would only be expected to 
liberalise gradually. 

But Charles DaUara, man- 
aging director of the Insti- 
tute for International 
Finance, an umbrella group 
for private sector financial 
institutions, questioned 
whether amending the IMF's 
articles of agreement was 
necessary. He argued that it 
might be “an issue of turf 
among multilateral institu- 


tions". and urged the Fund 
to use its existing channels 
of communication to per- 
suade member countries of 
the wisdom of liberalisation. 

Opinions among the insti- 
tute's member institutions 
differ on this point. Some 

fear that an amendment to 

the articles would be a Tro- 
jan horse to give the IMF the 
power to order standstills m 
debt repayments when coun- 
tries got into trouble. Many 
commercial banks would be 
worried about this, fearing 
that it might make it too 
easy for borrowers to wng- 
gie out of loan contracts. 

Advocates of the Fund 
aem-iming the power to pro- 
tect a country from its credi- 


snrue that this can be 
achieved through Article 
8^ bof its articles of agree- 
^nt Mr DaUara raid 

unfortunate that the Fund 
could not clarify the role of 
Ss article and its relation- 
ship with any OTendnwnt 

Francois Gianviti. the IMF s 
legal chief, said it was “not 

directly relevant"* 

Jacques Polak. the former 
director of the JjJSlJ 
research department, argued 
that amending the arttelra to 
make capital account liberal- 
isation one of the Funds 
purposes was not necessary, 
but would b® useful. 

L^rySommers’-Personai 

View, Page 14 


Algerian regime smiles grimly through oil price headache 


Despite falling revenues Algiers has started 
paying its debts, reports Roula Khalaf 


B y making tbe first 
repayment of principal 
on its commercial debt 
since its 1996 London Club 
rescheduling. Algeria has 
sent a reassuring gi gwni to 
international markets. 

In spite of declining oil 
prices and six years of vio- 
lence that shows no. signs of 
ahatirig , government last 
week paid 5120 m to commer- 
cial debt creditors and 
removed concerns that it 
might turn to the interna- 
tional fiwaw.iai community 
for another rescheduling. 

In a country which relies • 
on oil and gas for more than 
95 per cent of its foreign 
exchange revenues, falling 
oil prices is one headache 
Algeria could do without. 
But economists and analysis 
say the government has 
built up onnngh of a foreign 
pvrVpngp cushion — reserves 
stand at more than $8bn - to 
weather the oil price fall at 
least this year. 

The drop in ofi prices - 
Algerian Saharan blend now 
sells at $l4Jj a barrel rather 
than the $18 the government 
assumed in the 1998 budget 
- comes on the heels of sev- 
eral years of sound IMF-Led 
macro-economic manage- 
ment. which has left Algiers - 
in a mood of economic confi- 


dence. This, in part, is what 
allows the Algerian regime 
to rebuff international 
attempts to mediate in a con- 
flict which has cost more 
than 66,000 lives. 

Four years ago, Algeria 
was on the verge of financial 
disaster and foreign govern- 
ments came to the rescue 
with an IMF package and a 
rescheduling of debt. The 
rise in oil prices since then, 
however, has been such that 
Algeria says it no longer 
needs to seek ano ther IMF 
facility when the current 
$L8bn credit expires in May. 
Some analysts believe, how- 
ever, it might ask far a lim- 
ited credit to balance the 
recent ofl price drop. 

Said Ighilahrlz, the 
Algiers-baaed publisher of 
Conjoncture, an economic 
newsletter, says the drop in 
oil prices - every $1 drop is 
estimated by the IMF to 
shave 5650m off export reve- 
nues - creates no pressure 
on external finances this 
year, given the high level of 
reserves. 

Moreover, the expiry of 
the IMF agreement means 
the government is no longer 
tied to strict budgetary con- 
straints and can allow tbe 
budget, now in surplus, to 
ran a deficit. 


Algeria 

Real GDP growth 
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Algerian bond yield, tranche ATI spread owr 
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But while Algeria's finan- 
cial position provides imme- 
diate security to the govern- 
ment and bolsters its 
attempts to keep foreign 
involvement at bay, this 
strength has yet to translate 
into sustained economic 
growth, which could help 
the country out of its crisis. 

“The financial strength 
doesn't allow for a stable sit- 
uation.’ 1 warns a western 
banker. “Algeria is a finan- 
cial success today but the 
real economy and business 
are not flourishing, except 
for .the hydrocarbons sec- 
tor." 

Algeria will pay an esti- 
mated 54.9bn in debt service 
in 1996 on its total debt of 
$33 .5 bn. And bankers say a 
lasting downturn in oil 


prices, or another sharp 
drop, would lead to signifi- 
cant pressure on the govern- 
ment over the medium term 
and complicate attempts to 
bring down the debt to GDP 
ratio, now s tanding at 70 per 
cent, to tbe 50 per cent level 
projected by the IMF for 
2001. 

The problem for Algeria is 
that. In spite of successful 
stabilisation of public 
finances, economic growth 
remains elusive, leading to 
IMF warnings over an unem- 
ployment rate of 28 per cent 
The labour force is growing 
at 3 per cent a year, but after 
a 4 per cent growth in gross 
domestic product in 1996 - 
fuelled by high oil prices and 
good harvests - the govern- 
ment estimates economic 
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growth last year was 2 per 
cent, while independent 
economists put it at zero. In 
the state-owned industrial 
sector, production was down 
4 per cent in tbe first nine 
months of 1997. 

Foreign interest in invest- 
ing in Algeria - even outside 
the attractive oil and gas 
sector - has picked up and 
some western banks and 
pharmaceutical companies 
have begun putting in some 
funds. But, according to IMF 
estimates, domestic invest- 
ment levels have yet to 
improve - imports are esti- 
mated to have dropped to 
$8.2bn fast year from $9bn in 
1996. Many loss-making com- 
panies have been liquidated 
but a programme of privati- 
sation has yet to be fanple- 


Zeroual in Swiss 
heart clinic 

Algerian President Uamlne 
Zeroual checked into a private 
medical clinic near Geneva 
known for its cardiac treatment 
yesterday, Fteutere reports from 
GenoHer. 

Algerian officials In the Swiss 
dty said the 56-year-oW genera/ 
had gone to Geneva for 
-peripheral vascular 
examinations at the demand of 
his doctors'’. 


mented. This week, more 
than 100.000 industrial work- 
ers went on strike to protest 
against mass Job losses and 
plant closures. 

Jonathan Engel. vice-presi- 
dent of the board of Algiers- 
based Union Bank, Algeria’s 
first privately owned finan- 
cial institution, argues that 
the statistics fail to capture 
a new dynamism among 
small private sector compa- 
nies. 

Some of his clients, most 
of whom are engaged in 
trading activities, are now 
setting up plants to make 
products like cheese, 
yoghurt and fruit juices. His 
bank, meanwhile, is estab- 
lishing investment funds to 
channel private capital into 
small companies. 
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Restored president promises 
Sierra Leone ‘new be ginnin g’ 


By Mcheta Wrong and agencies 

Almost 10 months after 
being ousted in a military 
coup. Ahmad Tejan Kabbah. 
Sierra Leone’s exiled presi- 
dent, returned home yester- 
day to a jubilant welcome, 
promising a “new begin- 
ning” to a West African state 
scarred by recent violence. 

His arrival in Freetown, 
tbe capital, made possible by 
last month’s intervention by 
the Nigerian-dominated 
Ecomog force, marked a new 
phenomenon for the conti- 
nent It was the first time a 
group of African states bad 
banded together to eject a 
regime and restore a 
democratically elected presi- 
dent 

Landing at Lungi airport, 
across an estuary from the 
capital, Mr Kabbah was by 
soldiers from tbe Ecomog 
force and thousands of cele- 


brating Sierra Leoneans, 
who had spent days cleaning 
up a city still bearing the 
marks of the final Ecomog 
assault that put the junta 
beaded by Major Johnny 
Paul Koroma to flight. 

“We are going to make 
this a new beginning for 
Sierra Leone,” Mr Kabbah 
told the crowd as Moslem 
Imams, Christian bishops 
and traditional leaders 
offered their blessings 

The former United Nations 
civil servant was later due to 
join Sani Abacha, Nigeria’s 
military ruler, Lansana 
Conte, president of Guinea 
and Yabya Jammeh, the 
Gambian leader, in a motor- 
cade ride across the city to a 
welcoming ceremony in the 
rp wtri stadium. 

The identity of his victory 
parade companions under- 
lined the many ironies inher- 
ent in his reinstatement. 


General Abacha, the driv- 
ing force behind Ecomog’s 
assault on Freetown, is him- 
self under enormous interna- 
tional criticism for blocking 
civilian government in 
Nigeria. 

If Mr Conte and Mr Jam- 
meh are both former mili- 
tary rulers who went on to 
contest and win elections, 
the legitimacy of the 
polls that awarded them 
their civilian mandates 
has repeatedly been ques- 
tioned. 

Despite such political par- 
adoxes, some of the 16 West 
African states contributing 
troops to Ecomog were yes- 
terday jostling for recogni- 
tion of their roles in the 
ousting of Koroma’s brutal 
Armed Forces Ruling Coun- 
cil (AFRO. 

“We take responsibility for 
90 per cent of this." said 
Amara Essy, Ivory Coast’s 


foreign minister, who had 
tried without success to 
secure Mr Kabbah's return 
from exile through dialogue. 

While Freetown returns to 
normality, Ecomog troops 
are still struggling to flush 
out AFRC fighters who have 
tried to regroup in the north, 
where many of Sierra 
Leone's diamond-producing 
areas lie. 

Despite many rumoured 
sightings of Mr Koroma and 
members of his high com- 
mand, the whereabouts of 
the man who originally top- 
pled Mr Kabbah remain 
unknown. 

Nigeria is considering 
sending an extra battalion to 
secure the interior, adding to 
the 10 or li battallions 
already on the ground, while 
UN officials say the Security 
Council is planning to send 
military observers to work 
alongside Ecomog. 


IRAQ AND THE UN DISPUTE OVER RIGHT TO SPEAK TO MEDIA 

Baghdad asks Annan to 
silence weapons inspectors 


By lain S»er at Vie UN 
fa New Yoik 


Iraq, with apparent Russian 
backing, has demanded that 
Kofi Annan, United Nations 
secretary general, discipline 
UN weapons inspectors who 
speak publicly about their 
work. 

Some UN officials feared 
that Iraq's request was part 
of a wider campaign to 
restrict tbe UN commission 
charged with dismantling 
Baghdad’s arsenal of deadly 
weapons (Unscom) to avoid 
any diplomatic upset so soon 
after Mr Annan struck an 
accord with Iraq. 

It followed efforts by Rus- 
sia to muzzle Richard Butter, 
the Unscom chairman. 
Moscow has asked to name a 
a Russian deputy to Mr But- 
ler. His current deputy is 
American. 

Fred Eckhard, UN spokes- 
man, yesterday said the 
Security Council would 
decide whether to add a sec- 
ond deputy. He said that 
“there Is a feeling in the 


council . . . that the greater 
Internationalisation of 
Unscom would be benefi- 
cial”. 

Iraq has urged broadening 
the national composition of 
Unscom because it claims 
the UN mission Unscom is 
dominated by Americans 
and Britans, who, pursuing 
their own political agendas, 
are intent on keeping in 
sanctions In force Indefi- 
nitely. 

In his letter to Mr Annan, 
released yesterday, 
Mohammed A1 Sahaf. the 
Iraqi foreign minister, said: 
“Despite the promises that 
have been made to ns, we 
have yet to see any disciplin- 
ary measures being taken 
against those who have 
behaved in this manner." 

Fred Eckhard, UN spokes- 
man. yesterday flatly denied 
that Mr Annan had made 
any secret deals last month 
when he averted likely US- 
led military action against 
Iraq by persuading Baghdad 
to allow UN inspectors 
unrestricted access to sus- 


pected weapons sites. 

"The secretary general 
made no promises. There 
were no hidden agreements,” 
Mr Eckhard said. Everything 
Mr Annan had negotiated 
was contained In the pub- 
lished accord. 

Mr Al-Sahaf s letter, which 
cited as the most egregious 
of Unscom’s violations a pro- 
gramme broadcast earlier 
this month on CNN, said 
Unscom members bad “con- 
travened the legal and pro- 
fessional rules governing 
their conduct". 

"They have behaved in a 
manner inconsistent with 
their official duties by mak- 
ing public Information that 
they had obtained while car- 
rying out these duties.” said 
Mr Al-Sahaf, who is cur- 
rently at UN headquarters in 
New York to discuss ways to 
implement the oil-for-food 
programme. 

- But some UN Officials com- 
plain that “while the Iraqis 
have unlimited access to the 
air waves”. Unscom ts not 
allowed to tall its side of the 


story. Mr Eckhar 
letter was “undt 
and that Unscoi 
were bound by j 
conduct” drawn i 
Ekeus. the form* 
chairman who ] 
succeeded last Ju] 

Mr Al-Sahaf, wh 
tion includes u 
taries from th e m 
tirade and health, 
is discussing way 
ment the oil-f 0 r 
gramme. 

Under the deal, 
recently more tha 
Iraq can sell $5.2 
every six months 
Broods control! 
yN to buy food 
cine. 
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WO RLD TRADE 

!!j?l!?jl!^^ lacks computer prog rammers and engineers 

Skill shortage threatens IT sector 


By Paul Taylor 


An acute shortage of new 
software programmers and 
computer professionals 
threatens to undermine the 
growth of the information 
technology industry m 
Europe, industry leaders 
warned yesterday. 

T^ey said the skill short- 
age, estimated to be as 
as 50,000 people in the UK 
alone, could stall growth in 
the IT and 

sector, and slow economic 
growth more generally. 

Last year, the European 
market for- information tech- 


nology and communications 
products and services grew 
by 8 per cent to £2S9bn 
($483bn), according to the 
Frankfurt-based European 
Information Technology 


But Bernhard Rohleder, 
the organisation's managin g- 
director, warned yesterday: 
“We win lose the momentum 
unless we g«n change the 
education system to produce 
more software engineers." 

His views, and those of 
Anthony Parish, general 
director of the UK-based Fed- 
eration of the Electronics 
: Industry, echo concerns 


being expressed among IT 
companies themselves. 

Computer services compa- 
nies in Britain and else- 
where are warn in g that, the 
skills shortage is driving up 
costs and could impair their 
ability to deal with pressing 
issues such as the Year 2000 
date problem and the launch 
of the Euro. 

Speaking at the launch of 
Eito’s annual review of the 
sector, Ur Rohleder said that 
IT had now become the 
“motor" for economic 
growth. ' throughout the 
region. But he warned that 
this could slow if the current 


skills shortage continued to 
worsen. "This is a serious 
limitation to growth," he 
said. 

Over the next five years he 
said Europe will require 
between LSm and 2m new it 

professionals, and yet he 
noted that In Germany there 
are 11,000 places at univer- 
sity for software engineers 
and only 7,000 students. 
"Young people want to be 
artists, not software engi- 
neers," he said. 

In Britain where an esti- 
mated 500,000 people are 
employed in the IT sector, 
Mr Parish said there were 


already 50,000 unfilled jobs, a 
figure which he said would 
double over the next two or 
three years. 

"The shortage has been a 
problem, now it is a disas- 
ter," he said. 

The warning comes in the 
Wake of , W”~fa | T ' Kta t wnftntfi 
in the US where there are an 
estimated 200,000 to 400,000 
unfilled jobs in the IT sector. 

Mr Rohleder added that 
US technology companies 
were now scorning European 
universities in search of 
potential recruits. 

iafifiirfal Comment, Page 15 


West Europe 
IT market 
grows by 8% 


i communication tectmology 


By Pari Taylor 


The West European market 
for information technology 
and telecommunications 
grew by -a greater than 
expected 8 per cent to almost 
£290bn ($484 bn) last year, 
according to figures pub- 
lished yesterday by the 
Frankfort-based -European 
Information Technology 
Observatory. 

The rise reflected an 
improving investment cycle, 
internet growth and factors 
such as the introduction at 
the euro and the Year 2000 
date problem. . 

Eito’s annual yearbook 
also forecasts that Europe 
will experience similar 
growth rates in 1998 and 1999 
- increasing the size of the 
overall market to £336bn. 
Eito Is supported by the 
European Commission and 
the OECD. 

Currently European spend- 
ing on .the IT and communi- 
cations sectors represents 
close to 5 per cent of Euro-, 
pean gross domestic product 
and has become “the driving 
force .'behind economic 
growth” .j ■. 

Bernhard Rohleder, Eito’s 
managing director, said the 
sector’s growth had been.. 


“remarkably stable" in 
recent years and pointed out 
that every four years the IT 
and telecoms market grows 
by about £80bn - a figure 
which corresponds to the 
creation of about 300,000 
■ jobs. 

• Within the overall technol- 
ogy market the information 
technology segment compris- 
ing computer hardware, soft- 
ware and services showed 
the strongest performance 
growing by 8^ per cent to 
£142bn last year and is fore- 
cast to grow by 9.1 per cent 
to £155bn this year. 

. The telecommunications 
sector grew by 7.8 per cent 
to £147bn last year and is 
expected to Increase by 7.2 
per cent this year to 
£157bn. • 

Although the Eito report 
highlights wide disparities 
between Europe and the US 
-for example in terms of PC 
ownership and • internet 
access - Mr Rohleder 
stressed that European 
growth rates in the IT and 
telecoms sectors are now 
much closer to those in the 
US than in the past, 
v.' - Overall Europe accounts 
for about 30 pm* cent of the 
world IT and telecom market 
.which was worth £99Zbn last 
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year, according to Eito. The 
US share was 35 per cent, 
Japan represented about 14 
per cent and the rest of the 
world Zl per cent. 

While the Japanese mar- 
ket is showing a limi ted 
growth of about EL3 per cent 
a year, the Asian Pacific mid 
Latin American markets are 
growin g faster than either 
Europe or the US. 

Within Europe, hardware 
sales represent just under a 


third of the total spent an IT 
and telecoms, software rep- 
resents 9 per cent and ser- 
vices account for almost 60 
per cent highlighting the 
shift from products to ser- 
vices. 

In the services sector, tele- 
coms services make up 42 
per cent and IT services 17 
per cent. “IT professional 
services, notably consulting 
and outsourcing services, 
are experiencing extraordi- 


nary dynamism," said the 
report 

In the telecommunications 
sector, Eito predicts that the 
growing amount of traffic 
will be partly balanced by 
failing tariffs as the impact 
of the new competitive envi- 
ronment begins to make 
itself felt 

European Information Tech- 
nology Observatory 98 price 
DM98, available from Eito 
++49I69I6603-13G9 


Brussels 
seeks 
common 
lorry bans 

By Weftari Smith to Brussels 

Measures to harmonise 
weekend restrictions on lor- 
ries in the European Union 
are expected to be 
announced today by the 
European Commission, 
whidh beUeves the proposals 
could save hauliers up to 
EcuL5bn ($L6bn) a year. 

It Is proposed that bans an 
lorries u si ng the main Euro- 
pean motorways should onto’ 
be allowed between Tam and 
10pm on Sundays, though 

exceptions would be permit 
ted. 

■ Of the 15 EU countries, 
seven have weekend bans in 
place. The haulage industry 

estimates that the lack of co- 
ordination costs companies 
up to EcuSbn a year. The 
Commission believes half 
those costs could be saved if 
its coordination plans are, 
as expected, backed by mem- 
ber countries. 

The Commission believes 
strong demand exists from 
member countries for har- 
monisation. The present con- 
fusion over weekend bans is 
causing distortions in the 
European single market. 

Under a directive to be 
published today, countries 
would be able to ask the 
Commission to extend the 
hours of permitted bans and 
impose them on different 
days for environmental or 
social reasons such as noise 
or pollution reduction. 

This could help overcome 
the resistance of countries 
such as Germany, which 
imposes bans on holidays, 
and Austria, which starts 
bans an Saturday nights. 

The other countries which 
impose bans are Spain, 
France, Italy, Luxembourg 
and Portugal There are no 
plans to force other coun- 
tries to adopt bans. The 
Commission has undertaken 
to consider within two 
months requests for exemp- 
tions to the normal Sunday 
hour restrictions. 

• The Commission is also 
expected to announce a draft 
directive requiring random 
inspections of commercial 
vehicles. 


NEWS DIGEST 


EXPORT CREDIT 


French insurer makes 
provision for Asian risks 

Coface, the Ranch export canecR insurer, has tafcan a FErlOftn 
($16.8m) provision against potential losses In criste-hlt Asian 
countries In the second half of 1097. The group said the provision 
was twice the size of losses taken on its Mexican business dicing 
the peso crisis of 1994-95. The insurer said It was principally for 
short-term risk on credits of under three months. 

The disclosure cams as the company unvefled a 10.6 per cent 
advance in annual consolidated net profit from FFr246m to 
FFr272 m. Timover rose 54 per cert to FFrA.aTton, with commer- 
cial credit Insurance accounting for more than three-quarters of 
this. The volume of French exports guaranteed by the company 
wider short-term trade cover amounted to FFr21 9 Abn In 1997 — 
up 11.8 per cert from 1996. The European Union accounted for 
67 per cent of these exports, with seven crisis-hit Asian countries 
accounting for 3.3 per cent 

The group's ownership structure is set to change as a result of 
the planned takeover of the insurer AQF by Germany's Allianz. 
Coface said yesterday that, after restructuring, Scot, the French 
reinsurance group, would have 45 per cent ownership, up from 
198 per cent, whDe AGF would fall from 58 per cent to 24.9 per 
cent. David Owen, Parts 

TAIWAN TRADE 


Export credit insurance plan 

Taiwan is preparing an export credit and insurance scheme to 
shore up its flagging exports to south-east Asian countries hit by 
financial turn OIL Vincent Slew, Taiwan's premier, ordered the 
finance ministry to take measures to boost regional exports after 
a rare trade deficit in Februwy. when Imports exceeded exports 
by $81 Dm. The country had a $2Q3m surplus In February 1997. 

Under the proposal, the government would make available 
TSIOOm In export financing and T$1.6bn In export Insurance to 
help Taiwanese companies export to south-east Asia and South 
Korea, where sharp currency falls have curbed imports. The 
Taiwan dollar’s relative strength against other Asian currencies 
has also eroded Taiwan's export edge in the region. 

Taiwan's exports fell 9.9 per cent in US dollar terms In the first 
two months of this year from one year ago. Falls ware parttauterty 
severe in crisis-fat countries. The decline was partly attributed to 
a reduction In the working week. Taiwan’s exports to six Asean 
■ countries and South Korea amounted to 17.4 per cert of total 
exports In 1997. Mr Si aw said that the cabinet in 1998 would 
focus on boosting exports, stimulating domestic demand and 
stabilising consumer prices. Laura Tyson, Taipei 


GENETICALLY MODIFIED FOOD 

Swiss turn back maize cargo 

Swiss authorities have rejected two consignments of conventional 
and genetically modified US maize, accord ng to the environmen- 
tal group, Greenpeace. The organisation said the two Rhine 
barges were takfog the rejected cargoes to the Netherlands 
where they would be returned to the US. 

German poflce said they would monitor the ships' two-day pas- 
sage through Germany to prevent any attempts to unload the 
maize at domestic feed factories. 

Switzerland and the EU have approved only one type of geneti- 
cally modffled maize developed by Novartis erf the US. The car- 
goes on the barges contained approved and unapproved maize 
varieties. I n tern a tional Staff 


EC0N0 MIQ Rg Ufflpig§W |pRE Q OULD B E DONE TO SPUR EWAIE SECTOR-LED REFQRM^SAYS GORE 

Entrepreneurial development 
at top of US-Russia agenda 


By Nancy Duma In Wastttagftm 

The US yesterday put the 
development of Russia’s 
entrepreneurial ec onomy ai- 
tbe top of the agenda at .the 
tenth meeting of the com- 
mission which guides' trade 
and economic ties between 
Washington and Moscow. 

US vice-president A1 Gore, 
who co -chairs the commis- 
sion with Victor Chernomyr- 
din, Russia’s prime minister, 
said the panel could do more 
to spur self-sustaining pri- 
vate sector-led reform. "At 
the end of the day, it must 
be pr i v a te citizens and the 
businesses -they create, - and 
not governments, that are 
the real «nginea of ch an ge 
. and economic growth,” -he 
said. “GoTrarnment can help 
facilitate this transition." 

Tomorrow, the- . commis- 
sion will travel to Californ- 
ia’s Silicon Valley to meet 
representatives of the US 
higrh technology com munit y 
and aerospace executives. 
The result could be joint 
venture projects and more 
US investment 

The gronp has been, work- 


ing far five years to promote 
relations between the two 
former enemies and to han- 
dle problems in the bilateral 
commercial relationship. It 
Is getting more attention 
now than in the past 
because its chairman are 
leading candidates to suc- 
ceed President BUI Clinton 
and President Boris Yeltsin. 

Mr Gore said the US hopes 
to do more to promote 
co-operation at the local lev- 
els in both countries. A 
Regional investment Initia- 
tive launched last summer is 
already operating in Khaba- 
rovsk, Novgorod, and 
Samara. The US has commit- 
ted resources to help create 
sustainable access to the 
Internet in Samara as well 
as several other regions 
across Russia. 

-Mr Chernomyrdin said the 
commission has achieved 
"quite a bit", but it Is Just 
beginning the “painstaking 
work on strengthening the 
economic foundations of 
strategic relations” between 
the US and Russia. He is 
expected to campaign for 
lower duties on Russian 


goods and US support for 
Russia’s candidacy to join 
the World Trade Organisa- 
tion. 

- In advance of the meeting, 
a US official said Russia's 
relationship with Iran, and 
its sales of missiles to Teh- 
ran, is “a serious problem". 
The US will urge Russia to 
strengthen its export control 
regime. 

Mr Chemomydin will also 
press the case for fewer US 
trade curbs on Russian 
goods which he said make it 
difficult for Russian goods to 
break Into the American 
market. The US imposes 
curbs such as high tariffs 
.and quotas on a range of 
Russian goods. 

The US also has com- 
plaints to present. The Duma 
has not yet passed a “satis- 
factory" joint production law 
lowering the tax on foreign 
Investment in energy pro- 
jects. Tariffs on imports 
remain high. Taxation by 
local authorities of foreign 
investment will also be dis- 
cussed. 

Since the commission 
began its work, commodities 


trade between the countries 
has doubled. US Investments 
in the Russian economy now 
account tor one-third of all 
foreign investment, Mr Cher- 
nomxydin said. 

Several contracts are 
expected to be signed 
between Russian and US 
companies during Mi* Cher- 
nomyrdin's visit. Lukoil, the 
giant Russian oil company, 
is expected to sign an agree- 
ment with Conoco of the US 
to develop fields In the Rus- 
sian north. US companies 
are also expected to partici- 
pate in the construction of 
an oil terminal at M a k hach- 
kala on the Caspian sea. 

Bilateral projects have 
expanded rapidly. Engin eers 
are now working together to 
protect Russia’s nuclear 
materials and US nuclear 
materials at nuclear sites in 
both countries. The medical 
communities are working 
together to combat HIV/ 
Aids, diphtheria and tuber- 
culosis. Environmental offi- 
cials are working on projects 
together and scientists are 
sharing intelligence data on 
environmental problems. 




push for simpler 


urge WTO to 
customs methods 


Bjr Ranees WWams 

Business leaders have ailed 
on the World Trade prgam- 
satfonto gtoe 

tus to measures to snnpmy 
and standardise customs 

procedures woridyride. ■ 

During a two-day WTO 
symposium on trade fecite 
tion. speakers Kstedahost of 

bureaucratic procedures that 

In many countries have 
replaced tariffs ahd °th«* 
trade barriers as the 
pal obstacle to doing hus> 
ness across . national fron- 
tiers. . 

They include complex doc- 
umentation (more than 
different documents, plus 

cbpies,mayberequiredfte-a 

single trade transaction), 
varying national customs 

rules, onerous inspection 

requirements and corr^on 
and inefficiency m customs 


. adminis tration. 

The cost of paperwork 
associated with cross-border 

trade has been put by vari- 
ous studies at between 3 and 
10 per cent of the value of 
the goods involved, on a 
global scale running into 
billions of dollars a 
year. 

David Wakefbrd of Impe- 
rial chemical Industries said 
inefficient customs clearance 
may have cost the 
global chemical industry 
alone at least $37bn in 
1996* 

More than 15 international 
organisations are working 
on trade facilitation 
measures, including standar- 
dised customs forms ana 
electronic data exchange. 

However, business execu- 
tives complain that imple- 
mentation is patchy, and 
that the work is sometimes 


driven more by the per- 
ceived- needs of customs 
authorities than by the over- 
arching goal of easing the 
flow of trade. 

At the Initiative of the 
European Union, the WTO's 
first ministerial meeting in 
Singapore in 1996 asked 
WTO members to look at 
whether the organisation 
should come up with new 
rules to encourage 
simplification of trade proce- 
dures. 

This could he a subject for 
a new series of WTO talks 
which are scheduled to start 
in the year 9000. 

Business executives this 
week strongly supported 
WTO involvement 

Kenneth Glenn of Federal 
Express, the US cargo car- 
rier, said the trade body 
should back a new customs 

agreement being prepared in 


the Brussels-based World 
Customs Organisation 
(WCO) to update Its 1973 
Kyoto Conventioa 

Douglas Tweddle, the 
WCO’s director of compli- 
ance and facilitation, admit- 
ted yesterday that the Kyoto 
Convention had not 
achieved its object of har- 
monising and simplifying 
customs procedures. 

Of the WCO's 146 mem- 
bers, only 60 had joined the 
pact and they had entered 
nearly 1.500 reservations to 
the already complex docu- 
ment 

Other organisations work- 
ing on trade facilitation, 
such as the UN Economic 
Commission for Europe and 
the UN Conference on Trade 
and Development, say they 
would also welcome formal 
WTO backing for their 
recommendations. 


A career in Investment Banking? 



Workshop “Investment Banking” 

6-8 May 1998 - Frankfurt/Genn^ 
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West Merchant 


is April 6tb 1998. 

ACCESS, one of the largest recruiting companies in 
Gcnnauy and Europe, has given almost 5000 qualified 
graduates a promising career scare. The ACCESS 


Case Stndies - Company Fair - Recruiting Interviews - Company Presentations 

The Workshop “Investment Banking 0 will give you 
insights into the fast-growing investment banking 
business and is your chanae to familiarise yourself 
with the corporate culture of seven of the most 
reputable investment banks. 

For this workshop, the conference language will be 
German and the majority of the jobs offered wil) be 
based in Germany. Therefore, your knowledge in the 
German language must be exceUenr. 

If you want to apply for this outstanding recruiting 
event you should be graduating by mind- 1999 at 
the latest or be looking - as a young professional — for 
a new job opportunity in the investment banking 
business. 

Contact us for a free information brochure with the 


wwnsuuj*. nave occomc one or me roost sopmsticaied 

methods for more than 80 German and international 
c omp a n ies to hire foreman onaUy-minded graduates. 
For 1 95H^we are preparing an interesting programme 
of international workshops in other major 
outside of investment Wkmg whkh will ofier job 
oppormniries all over Europe, for graduates and 
young professionals. If you are interested in our 
international workshops, just register for our free-of- 
charge information service. 


ACCESS 


Call as fir free fafimtitai brochure: + 4 ? ( 0 ) 221 - 9 $ 64 90-04 
ACCESS Gtseflsc h aft flir Personal- and Hochgji nImarWing mkFf 
Ckatiiiis-Domicr-Scrafic 5b - D- 50829 Koln /Germany 
Internee htq^Avww.jobwarejie/iccess 


Official Media PirmaK 

FINANCIAL TIMES 

tan- ! ■■■■ * . 

SnmffinlfrJJlfeiiflHe 

■nmnainaua 


if , 1 - 





10 


financial times 


★ 


WEDNESDAY MARCH 111998 


UK 


PRICES TO MANUFACTURERS ICI AND SIEMENS EXPECT GROWING NUMBERS OF SUPPLIERS TO START QUOTING IN EU CURRENCY FROM NEXT YEAR 


Euro ‘will enter through the back door’ 


By David WigWon, 
Political Correspondent 


The euro will ester the UK 
economy M by the back door" 
eves if Britain does not join 
the single currency, senior 
industrialists told MPs yes- 
terday. 

Directors of ICI and Sie- 
mens said they expected 
increasing numbers of tbeir 
UK suppliers to start pricing 
in euros from next year, 
prompting a ripple effect 
throughout the economy. 

But MPs on the House of 
Commons Treasury commit- 


tee were told UK companies 
would suffer unless the gov- 
ernment gave a firmer indi- 
cation of when Britain was 
likely to join the euro and 
provided clearer guidance on 
the preparations required. 

Harnish Elvidge, finance 
director of the J Sainsbury 
grocery store chain, told the 
committee: "We need the 
government to outline more 
clearly its intentions with 
regard to the timing of a ref- 
erendum and the timescale 
it envisages for the UK join- 
ing Emu.” He called for a 
government-led changeover 


board. to draw up a plan to 
manage the transition. 

The proposal, strongly 
supported by Berad Euler, 
finan ce director of Siemens 
UK, has been pushed by the 
Confederation of British 
Industry. But Mr Euler said 
that many UK companies 
would adopt the euro what- 
ever the government does. 
“Even if the UK decides to 
stay out of the single cur- 
rency, the euro will come 
through the back door." 

Mr Euler said that interna- 
tional companies that did 
not trade in euros would find 


themselves at a disadvan- 
tage and that the euro would 
gradually work its way up 
the supply chain. 

Richard Sykes. ICI's 
vice-president responsible 
for information technology, 
told the committee that "sig- 
nificant parts of the British 
economy” outside the City of 
London would become "euro- 
liquid". 

In common with Siemens, 
he stressed that ICI would 
not force its UK suppliers to 
operate in euros. But he 
added: "We will look so far 
as possible to purchase in 


euros to get a natural hedge 
for the business." 

When MPs raised the con- 
cerns Of small business 
forced to operate in euros, 
Mr Sykes predicted that the 
banks would provide facili- 
ties for them to du so at a 
reasonable cost. 

But Stanley Kalms. the 
chairman of Dixons, took a 
much more sceptical line, 
telling MPs that the electri- 
cal goods retailer would 
have to invest at least £20m 
to prepare for Emu Tor little 
obvious benefit. 

Robert Colvill. finance 


director of the Marks & 
Spencer store chain, said his 
company’s main worries 
were the uncertainly over 
the timing of UK entry and 
the possibility that sterling 
would join at too high a rate. 

He warned that if the 
pound went in at the current 
level. Marks & Spencer, 
which buys most of its prod- 
ucts from the UK. would 
have to review its sourcing 
policy. “We would have to 
accelerate plans, but not 
change our plans, for where 
w? would source supplies,” 
he added. 


Poor literacy 
and numeracy 
levels deplored 

Problems understated because survey 
excludes adults who cannot read or write 


By Simon Target!, 

Education Correspondent 

One in six adults in England 
and Wales has poor literacy 
and numeracy skills, accord- 
ing to a report published yes- 
terday by the Basic Skills 
Agency. 

But. in the first survey of 
basic skins in every munici- 
pal district, the agency 
warned that this figure 
masks a wide variation at a 
regional level. 

Sir Claus Moser, chairman 
of the agency, said the find- 
ings were “scandalous”. He 
added that the real figure 
could be far worse because 
the survey of 8,804 people 
aged 18-60 “excluded people 
who cannot read or write at 
all". 

In the literacy survey, 
people were asked questions 
on texts including a letter, 
instructions on a catalogue 
of garden seeds and a local 
business directory. 

Tower Hamlets, one of the 
poorest boroughs in London, 
bad the highest proportion 
of people with low literacy 
levels: nearly one in four, or 
the equivalent of 24,388 



people. 

By contrast, Hart, an afflu- 
ent rural district to the 
south-west of the capital, 
had fewer than one in 10 
people with poor reading, 
writing and comprehension. 

Numeracy standards were 
often found to be worse than 
literacy standards after 
people were asked questions 
based on a shopping list, a 
railway timetable, the 
dimensions of a room and a 
graph showing unemploy- 
ment statistics. 

Knowsley, near Liverpool 
in north-west England, had 
the worst record: nearly half 
(equivalent to 41,743 people) 
bad low levels of numeracy. 
Richmond upon Thames, a 
rich London borough, had 
the the best record: around a 
quarter (26.245) had poor 
numeracy skills. 

But the agency stressed 
the findings did not reflect 
the effectiveness of different 
local education authorities, 
since the people were tested 
where they live rather than 
where they were educated. 

Alan Wells, director of the 
agency, said the lack of basic 
s kills was having "a great 
effect" on individuals' 
employment chances. Earlier 
research, conducted by the 
agency, has established clear 
links between poor basic 
skills and unemployment, 
health problems, and the 
chances of a prison sentence. 

To get jobs, or to avoid 
embarrassment at social 
occasions, many people are 
forced to conceal their inade- 
quacies. 

Mr Wells said: “I know of 
people who always say they 
have forgotten their glasses 
when asked to read some- 
thing. or pretend to have 
their arm bandaged when 
they are supposed to write 
something down.” 



MPs urge end to ancient rituals 


A committee of MPs has struck a blow against 
verbosity, eccentricity and paranoia In the House 
of Commons by proposing the abolition of 
time-honoured rituals such as the use of top hats 
during votes. Uam Halligan writes. 

However, the proposals will leave much pomp 
and ceremony untouched. For example, the 
Speaker - at present Betty Boothroyd (pictured 
above) - will retain traditional robes and escorts. 
The MPs' plans include an eight-minute ceiling on 
speeches and the abolition of the ancient “I spy 
strangers’ ritual for clearing spectators from the 
public gallery of the House. The plans were 
published in a report by the Commons 
modernisation committee. 

Arm Taylor, leader of the House and committee 
chairman, called the report “Practical proposals 
to modernise and improve the conduct of debate 
in the Commons". She said the changes, almost 
certain to be implemented after approval by MPs, 
would “help improve public perceptions of the 
House by updating a few of its more arcane 
ways". 


The committee called for an alternative to the 
bizarre spectacle of male and female MPs 
donning a top hat when moving a point of order 
during a vote. “This practice has almost certainly 
brought the House into greater ridicule than any 
other, particularly since the advent of television," 
it said. 

The committee recommended the “1 spy 
strangers’ convention should be scrapped. The 
age-old cry - dating back to the era when all 
proceedings were secret, and used during the 
second world war to dear the chamber for 
sensitive debates - has been employed more 
recently by MPs as a time-wasting tactic. 

"We believe this archaic practice has long 
outlived any useful purpose," the committee said. 

One Conservative MP, fresh from helping to 
“talk out" a bill to outlaw fox-hunting last Friday, 
said convention was only one way to “filibuster" 
legislation. “ *1 spy' is the nuclear option," he said. 
“But members intent on frustrating a bill can still 
table amendments, or shuffle slowly through the 
voting lobbies." 


BSE INQUIRY VETERINARIAN WHO ENCOUNTERED FIRST CASES WAS MYSTIFIED BY SYMPTOMS 


Feeding meat to cows ‘common practice’ 


By ABsofl Maitland fn London 

A veterinarian who 
encountered the first cases 
of bovine spongiform 
encephalopathy - BSE or 
“mad cow disease" - said 
yesterday that feeding meat 
to herbivorous animals had 
been common practice 
throughout the world. 

David Bee told the public 
inquiry Into the disease that 
he had not been concerned 
by the practice in the 1980s 
and that meat-based protein 


feed was a good and neces- 
sary diet for modern high- 
yielding dairy cows. 

He said he was aware that 
meat and bonemeal in dairy 
cows’ feed came from 
rendering plants that pro- 
cessed sick cattle. “One 
imagined that what went on 
in the rendering plant would 
have inactivated anything," 
be said. The infective BSE 
agent is now known to sur- 
vive even high temperatures. 

Mr Bee told the inquiry 
the first cow he encountered 


in December 1984 with what 
was later known to be BSE 
was "a mystery", other cows 
on the same farm in 
southern England also devel- 
oped twitching, nervousness 
and the characteristic high- 
stepping gait. 

He checked for 
“malicious” poisoning by 
organnpbosphcrus chemi- 
cals. now regarded as 
another possible cause of 
BSE. But there were nu 
signs of poisoning. 

Mr Bee said he expressed 


“disbelief when Carol Rich- 
ardson, a pathologist at the 
agriculture ministry's Cen- 
tral Veterinary- Laboratory, 
diagnosed spongiform 
encephalopathy after a post- 
mortem in September 1985 
on the last of the- cows to 
die. 

At about the same time. 
Colin Whitaker, a veterinar- 
ian working to the south- 
east of London, became the 
first person to recognise the 
new disease in cattle after it 
appeared in one nf his 


farmer clients' herds. He told 
the inquiry he prepared a 
paper on the new "syn- 
drome" to deliver to the Brit- 
ish Cattle Veterinary Associ- 
ation. But a senior figure in 
the agriculture ministry 
asked him to delete the 
words "scrapie like” from 
one of his slides. 

He did not know who gave 
the order, or why, but he 
complied in deference to his 
co-author. Carl Johnson, a 
ministry employee "who had 
to obey orders”. 


Unity is 
urged for 
EU and 
Nafta 

By George Parker, 

Political Correspondent 


The main opposition 
Conservative party yester- 
day urged Tony Blair's 
Labour government to cam- 
paign for a new North Atlan- 
tic free trade area, as one of 
the key themes of the UK's 
six-month presidency of the 
European Union. 

Michael Howard and John 
Redwood. Conservative for- 
eign affairs and trade spo- 
kesmen respectively, argued 
for a union of the EU and 
the North American Free 
Trade Area (Nafta) - the two 
biggest trading blocs in the 
world. 

Mr Howard said there was 
widespread support for the 
idea among Republicans on 
Capitol Hill, and he called on 
Mr Blair to persuade Presi- 
dent BUI Clinton of the mer- 
its of the idea. 

“As the single market 
makes sense for Europe, 
then a single market of the 
Atlantic also makes sense," 
be said. “The potential gains 
from the liberalisation of 
trade are enormous. 
Together Europe and the US 
account for half of world 
trade and three-quarters of 
all overseas investment." 

The Conservatives claim 
Mr Blair has made little 
progress during Britain’s EU 
presidency, and say that 
opening up trade with Nafta 
should be a priority. 

The European Commission 
will today be asked to 
approve a paper by Sir Leon 
Brittan, the EU trade comm- 
issioner, proposing measures 
to liberalise trade with the 
US. However, both sides 
have baulked at creating a I 
free trade area, which would 
arouse anger from third 
countries and could seri- 
ously disrupt world trade. 

Mr Redwood claimed that 
the commission proposals 
would "not go far enough" 
in removing trade barriers 
across the Atlantic, which 
he said particularly hindered 
movement of services. 

He argued that an Atlantic 
free trade area could contrib- 
ute to the ultimate aim of 
global free trade, and should 
not involve discrimination 
against outside parties. 

Meanwhile the Conserva- 
tives are planning to borrow 
an idea from the US in pro- 
claiming “tax freedom day" 

- the point in the calendar 
year by which taxpayers 
have earned enough to pay 
their annual tax bill. Peter 
Lilley, the Conservative 
shadow chancellor of the 
exchequer, estimated the 
UK's “tax freedom day" 
would occur an May 20, but 
could happen later next 
year. 


Battle ‘taxi’ caught in crossfire 


A German agency is expected soon to 
choose between teams competing to buiid 
an armoured car, writes Alexander Nicoll 


A metal box on wheels 
may determine who 
dominates Europe’s 
armoured vehicle industry. 

Germany's defence pro- 
curement agency is expected 
soon to choose between two 
teams competing for a con- 
tract, potentially worth up to 
£3bn ($5bn). to make 6,000 
multi-role armoured 
vehicles. These “battlefield 
taxis" - lightly armoured 
utility vehicles - are being 
procured jointly for the Ger- 
man, British and other Euro- 
pean armies. The vehicle is 
known as Gepanzerte Trans- 
port-Kraftfahrzeug in Ger- 
many and Vdhicuie Blind# 
de Combat d'lnfanterie in 
France, tt Is the subject of 
keen lobbying of govern- 
ment departments in Britain 
and Germany. 

The German agency is 
believed to favour a team 


comprising Krauss-Maffei, 
MaK and Wegmann of Ger- 
many and the defence arm of 
GKN of the UK. Signs that 
GKN is or. the winning side 
have caused alarm bells to 
ring at Vickers, its rival, 
which is teamed with AJvis 
or Britain. Henscbel and 
Kuka of Germany and Pan- 
hard of France. 

David Wright GKN's head 
of defence activities, says 23 
military vehicle makers 
operate in Europe compared 
with two in the US. All agree 
rationalisation is essential, 
which means the MRA V con- 
tract, the biggest order of 
vehicles for 5*eare to came, is 
crucial. 

If GKN is on the winning 
side, “it puts us really at the 
core of the industrial 
restructuring process in 
Europe". Mr Wright says. 

That is why Vickers is pro- 


testing. Sir Colin Chandler, 
its chairman, is staking a lot 
on armoured vehicles as he 
sells the group's Rolls-Royce 
Motor Cars subsidiary. Fail- 
ure to win the MRAV would 
raise doubts about the value 
of a big part of the group. 
The Vickers team is ques- 
tioning the tender's fairness. 
It also objects to what it sees 
as abdication by the British 
government to the German 
authorities or a derision of 
vital importance io UK com- 
panies . 

“The original competition 
was based on a 6x6 fsik- 
wheel drive} vehicle." says 
John Boughton. sales and 
marketing director for Vick- 
ers Defence Systems. “We 
responded with a vehicle 
that could meet the require- 
ment IdO per cent." 

T he GKN team is offering 
a vehicle which could be 
6x6 or SxS. Germany is 
□qw thought to prefer an 
eight-wheeled solution. Vick- 
ers believes its 6x6 suspen- 


Multi-role armoured vehicle: the contenders 


Arge/GTK consortium 

Krauss-Maffei, MaK System, Wegmann, GKN 
Defence 

Vehicle: 6xS or 8x8. Armoured hut), wheels, 
engine common to afl, plus differing "mission 
modules" depending on ride of vehicle. Armoured 
fluffs tiySKN, power pacts, transmission made tn 
Germany. Module assembly m buyer countries. 


sion and chassis can carry 
all payloads - implying the 
opposition's design needs 
eight wheels to do this. GKN 
says “flexible and innovative 
solutions" were invited. 

Germany's agency is man- 
aging the competition 
instead of a nascent pan- 
European agency. Oecar. 
which was supposed to han- 
dle the .MfiAV as the first 
stage or a European drive to 
harmonise procurement. 

The UK Ministry of 
Defence refers companies 
with questions about the 
tender to the German 
agency, which has uccckr- 


Team internatio na l 

Vickers Defence Systems, AMs, Henscfiei. Kuka. 
Panhaid & Levassor 

Vehicle: 6x6 but 8x8 alternative design now also 
submitted. design tram, asseratty m buyer 
countries. 


But the French govern- 
ment holds the Joker. It had 
yet to make a final decision 
on participation in the 
MRAV. if it docs - and it is 
thought to favour a 6x6 - its 
entry terras and the partici- 
pation of state-owned compa- 
nies such as Giat would have 
to be carcfUlly negotiated. 

France, which says it 
wants European defence 
industry rationalisation, is 
unlikely to allow an Impor- 
tant sector to be reorganised 
without its involvement So 
the imminent decision on 
the MRAV may not be the 
last. 


ated the MRAV tender 
because of the impending 
German elections. The fear 
is this could lead to a solu- 
tion putting German compa- 
nies in the driving seat - 
particularly Kruusx-MalTei of 
Munich, a subsidiary of Man- 
nosmann, which is merging 
its armoured vehicle busi- 
ness with that or Wegmann. 

The Virkers team, which 
recently put in an alterna- 
tive 8x8 design, wants to 
delay judgment by proposing 
both teams be given con- 
tracts to make development 
models that could be 
assessed on performance. 
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NORTHERN IRELAN? 

Blair to meet Irish 

republicans in London 

Tony Blair, ihe prime the. par- 

Fem president, tn to pJoetalte. But ministers 

10 had offered a sop to 

rejected accusations thaijney Roigjn McAJiske y to Ger- 
Sinn Fern Wockjnglhe involved In an Irish Republican 

many. She - Sinn F*n is the 

Army bombing of a has been In custody In 

political wing SffESX Y*- ^ 

England since late 1996 and ^ ft was "comptetety 
Jack Straw, the home sec "^’ mQV& H e said the decision 
untrue" tnat it had been a i w! ^ g* medjcaJ gvi- 

" considerations into account whetsc 
"Inn Fein - - »-£ 

make no decision on whe ^ )RA wfth two 

the anti-Catholic bias in gloom in the region 

• nigm with th. * "*jg 

* Trainer, shot dead in a pub in 0» 


SOCCER 


Premier leads World Cup bid 

Tony Blair will today put himself at the forefront of England's bid 
to host the 2006 World Cup finals, when he holds talks wtth Joao 
Havelange, the retiring president of Fifa International a 

governing body. ‘1 will do everything I can to support this bid. 

Mr Blair said last night, "it will be a great achievement and Ihope 
and believe we can secure victory." According to government 
members, Mr Blair understands that there are risks lor him in 
being personalty identified with the bid. since there Is no certainty 
that it will succeed- He believes England’s case is strong, but 
recognises that manoeuvtings within Fifa will play an important 
role. The politics are not easy.” said a government member. Ger- 
many and South Africa are regarded as strong rivals, although Mr 
Blair is thought to feel that the German bid is fading. 

The premier will put forward 'six reasons" why the UK should 
win the Fifa beauty parade, according to one of his spokesmen. 
Among these are that England is “the home of footbair , that it 
proved it can host such events successfully with the Euro 96 
Fiimrunn nafinna contest 18 months 300 and that ftfi Stadiums 


FUND MANAGERS 


Big Four losing out, says study 

The UK's four biggest pension fund managers - Gartmore, Mer- 
cury, PDFM and Schraders - are losing business to smaller, more 
competitive rivals, according to figures published yesterday by 
Combined Actuarial Performance Services, the statistical com- 
pany. The market share of new business for the so-called Big 
Four fell to 38 per cent last year, from a high of 54 per cent in 
1993. John Clamp, chief executive of CAPS, said the needs of 
pension fund trustees were becoming more complex and estab- 
lished managers were coming under increased performance pres- 
sures. Thetr median return last year was 14.9 per cent, some 0.7 
per cent below that achieved by discretionary managers overall. 
Discretionary managers make active investment decisions. They 
often adhere to levels of risk-taking defined by the trustees and 
aim to meet specified returns. Mr Clamp said the big four would 
need to reassess strategy. He suggested that rising stars such as 
Deutsche Morgan Grenfell could dislodge one of the giants. 
Christopher Adams, London 


COMMERCIAL VEHICLES 


UK truck registrations: February 1998 
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Trends remain uncertain 

Registrations of new commercial vehicles climbed h« mo 
n per com last month compared w ,th February 1997 T 
focturero warned that underlying trends remaned 
strongest growth came ,n trucks of more than 35 1^ 
of light car-denved vans much used by 
registrations oi mid-weight vans mas* sharpi^ 
Manufacturers said February's leap m uuck sales W ih« 
“ a . te3d<ng « an ° m| c indicator, had to be adlusS w 
twnaJ circumstances. Sales in February 1997 5 
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for this effect, rales ot fruefcs of more than ' * 
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RAIL COMPANIES 


6l5 

82 

32 


$200m train order for 

Regional Railways North East, a privatised tr-i 
pony owned by MTL Trust Holdings. ye£ ., 
E120m <SB00.-lm, order for T6 
mens. It was the latest of a series 0 f ordered 
industry. fWbrook. tho Iran leasing 
Stagecoach bus and ran group. , s ^ 

new carriages with options for o further inn 
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INFORMATION TECHNOLOGY 

SOFTWARE INDUSTRY 


Developers 
morphing 
into media 


The internet is 
helping companies 
break into content 


provision, says 

Nicholas Denton 


P When is a software 
company not a soft- 
ware company? For 
an answer, take a look at 
ShockRave, a web site 
launched by Macromedia 
last month. Macromedia, 
best known for applications 
for graphic and web design- 
ers such as Dreamweaver 
and Director, is a software 
developer. Or rather it was: 
ShockRave, Its latest under- 
taking. looks more like 
media. 

The immaculately 
designed site carries a collec- 
tion of animations. They 
include characters from Sega 
and other games manufac- 
turers. but the highlight is a 
typically biting Dflbert car- 
toon. the latest episode ridi- 
culing computer technical 
support. 

Macromedia does not pro- 
duce any of the content 
itself. The site is intended as 
a showcase for developers 
that use its animation soft- 
ware. Nevertheless, the com- 
pany, in a departure from its 
main business of selling soft- 
ware packages, plans to 
carry advertising on the site. 

“We are not sure whether 
this is a big or a little busi- 
ness opportunity." says 
Steve King, vice-president of 
marketing for Macromedia. 
“If we make money, we will 
be ecstatic. Maybe we can be 
a minor league Warner 
Brothers or Disney. That 
would be a pretty good busi- 
ness.*' 

This calculation is one 
being made by a growing 
number of software compa- 
nies. Among others, Real- 
Networks. a maker of soft- 
ware to develop and deliver 
video and audio over the net. 
Is developing a hub for 
broadcasting over the net; 
Intuit, best known for its 
Quicken accounting soft- 
ware, is turning itself into a 
financial supermarket; and 
Netscape, inventor of the 
browser software that 
sparked the internet boom in 
tbe first place, is offering 
news and other services at 
its Netcenter business site. 

Not to mention Microsoft, 
the software giant and devel- 
oper of the Windows soft- 
ware that operates most new 
personal computers, which 
is now offering travel ser- 
vices through its Expedia 
site, car buying through Car- 


Point, local information 
through Sidewalk, financial 
information through Micro- 
soft Investor, and Slate, an 
o nlin e magazine. 

The rise of the internet 
and the resulting intercon- 
nections really does change 
the game, we will soon 
see the blurring of seemingly 
disparate businesses such as 
software, content, services, 
and even commerce,’* says 
Bill Gurley, a former analyst 
and now a venture capitalist 
with Hummer Winblad. 
“Some cutting-edge software 
companies will embrace this 
trend and deliver the solu- 
tion that is most desired by 
the customers. Other myopic 
players will likely fall 
behind." 

At first sight, it may seem 
surprising that the software 
industry is morphing just as 
it appears to have captured 
the commanding heights of 
the economy: one software 
developer, Microsoft, taking 
its place as the world's 
second-largest company, and 
venture capital companies 
devoting as much to soft- 
ware companies as to the 




LOUISE KEHOE 

EAGLE EYE 


The encryption conundrum 


A battle is looming over the right to 
privacy and the need to protect security 


instantly. Handy if you get 
an unwelcome knock on the 
door. 


or downloaded software, are 
now available online from 
Yahoo!, tbe navigation ser- 
vice. to any user with 
advanced browser software. 

• By branching out into 
content and commerce, soft- 
ware companies can offer 
consumers a richer and bet- 
ter integrated experience. 

• Many markets, consumer 
software in particular, are 
stagnating. Macromedia's 
revenue declined by 5 per 
cent in the most recent quar- 
ter and Intuit's revenue from 
Quicken is Oat Tins is part 
of a broader phenomenon: 
personal computer penetra- 
tion in tbe US. now about 45 
per cent, is slowing; the mar- 
ket for categories such as 


‘If we make money, we will be 
ecstatic. Maybe we can be a minor 
league Warner Brothers or Disney. 
That would be pretty good’ 


rest of the technology indus- 
try put together. 

In fact, there are several 
factors, most of them to do 
with the opportunities and 
challenges arising from the 
growth of the internet, caus- 
ing software companies to 
change shape. 

• First and foremost, the 
internet changes the way 
software is delivered. Tradi- 
tionally, an application was 
contained on floppy disks, 
packaged with manuals in a 
shrink-wrapped box, and dis- 
tributed through computer 
stores or by mail order. Tbe 
internet by connecting the 
developer's computers 
directly or indirectly with 
those of the consumer, 
allows much of the computer 
code that makes up the intel- 
ligence of an application to 
be held centrally. 

As internet access speeds 
up, more sophisticated appli- 
cations become possible, 
using technology such as 
Java, which allows small 
temporary applications to be 
delivered when needed over 
the network. For instance, 
games such as chess, until 
recently available only in 
the form of shrink-wrapped 


personal finance software 
appears saturated; and 
online services, such as elec- 
tronic banking, provide 
many of the functions tradi- 
tionally performed by soft- 
ware. 

• Even as the consumer 
software market slows, the 
internet allows software 
companies to eye other, 
much bigger markets. Intuit, 
in particular, is exploiting 
its skill at asking consumers 
questions over their comput- 
ers to suggest which finan- 
cial services such as insur- 
ance and mortgages they 
should buy. and to help 
choose the cheapest pro- 
vider. 

“We get $10 per customer 
per year out of Quicken - it 
is not very much,” says 
Scott Cook, chairman of 
Intuit. “Financial services 
are Sl.OOObn just in the 
US . . . Even a small share of 
this is bigger than any of our 
existing business. I could 
easily see a day in which a 
majority of the business 
came from services." 

• Software companies have 
proven surprisingly effective 
at attracting visitors to their 
web sites, sometimes with- 
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out trying very hard. This is 
partly because of their 
brands, which are well 
known to computer users. 

And some developers, such 
as Netscape. RealNetworks 
and Macromedia, are acci- 
dental media companies: so 
many users visited their 
sites to download free soft- 
ware that they might as well 
encourage them to linger. 

“All of us have been able 
to get a lot more traffic than 
any of us anticipated." says 
Mr King. 

The expansion of software 
companies into media and 
commerce should not be 
overstated. With the posable 
exception of Intuit, none of 
the companies envisages 
stand-alone software giving 
way to these new businesses. 

The software companies 
lack many of the skills that 
mark dot successful media 
properties. Macromedia’s 
site developers have a hard 
job in explaining to manage- 
ment the effort needed to 
attract viewers and to keep 
tbe site updated. 

“Culturally, we are a soft- 
ware company," says Mr 
King. “We are a collection of 
engineers. I have a hard time 
seeing a software company 
morphing into a content 
company." 

Nevertheless, ' until very 
recently, many media com- 
panies scoffed at Microsoft's 
efforts to expand from soft- 
ware into content. Microsoft 
has indeed been forced to 
can most of the entertain- 
ment shows it developed 
within MSN, its online ser- 
vice. But Sidewalk, despite 
losing money, is one of the 
slickest online local listings 
networks. And Slate, widely 
criticised on launch, now 
wins plaudits for its intelli- 
gent use of the medium. 

These are all big opportu- 
nities for software compa- 
nies. but each includes a 
threat to those attached to 
the traditional way of selling 
software. Mr Gurley says 
software developers must 
now wonder: “Is the indus- 
try my product serves so big 
that someone will give away 
software just to encourage 
sales?" 


Bill Gates has been criticised 
of late for his naivety in 
dealing with Washington 
politics, but he is hardly 
alone. Tbe entire US 
software industry has so far 
failed to persuade tbe 
Clinton administration to 
rethink its policy on 
encryption - an issue that 
could threaten the privacy of 
all computer users. 

Encryption technology 
encodes computer files and 
communications so that 
their owner can control who 
reads them. Currently, 
so-called strong encryption 
software is subject to strict 
US export controls. 

Moreover, if legislation 
pending in tbe US Congress 
is passed, there may be 
further restrictions on the 
use of encryption both 
within the US and abroad. 

After more than two years 
of studies and debates, the 
US software and computer 
industry has finally come 
together to form a 
well-ftinded lobbying group 
to address the issue. 
Americans for Computer 
Privacy kicked off its 
campaign against regulation 
of the use of encryption in 
Washington last week 
(umno.computerprwacy.org). 

Although this group is 
targeting a US audience, its 
message is important for all 
computer users. If the FBI 
has its way, users of 
US-developed encryption 
products - in practice, most 
PC users worldwide - will be 
required to lodge the secret 
“key" or Pin number that 
I unlocks their encrypted files 
| and messages with a 
, “trusted third party" or 
government. 

I Industry groups and 
privacy advocates against 
I such mandatory “key 
recovery” schemes face 
tough opposition from those 
who maintain that crime 
prevention and national 
security issues are at stake. 

Without key recovery, it 
would be nearly impossible 
far government agencies to 
snoop on the computer files 
of suspected criminals and 
terrorists. Yet for 
law-abiding citizens and 
companies, key recovery 
would mean providing the 
US government, or 
somebody approved by the 
US government, with the 
digital equivalent or a key to 
the front door of your home 
or office. j 

Recent hacking incidents 
involving Pentagon. Nasa 
and US Navy computers do 
little to build confidence in 
the ability of the US , 

government - or any other 


designated group - m 
maintain the security of a 
key depository'. 


Perhaps tbe strongest 
argument against US 
regulation of the use nf 
encryption is that the horse 
is already out of the barn. 
Encryption software 
products are widely 
available via the internet. 
Some provide the very 
strong encryption that US 
companies are prevented 
from exporting. 

One such program is 
F-Seciuv from Data Fellows, 
a Finnish group. Several 
versions of the software, 
including one that 
automatically encrypts and 
decrypts files when a 
computer is turned on or off. 
a re available from its 
European web site 
(www. europe.daiafeUou's. 
com If secureidcsktop). The 
latter is particularly useful 
for people wbo may carry a 
laptop computer that 
contains sensitive 
information. 

Because the F-secure 
software was developed in 
Europe it is not subject to 
US regulations. However, 
some countries are trying to 
restrict use of this "military 
strength" encryption. 

For PC users who 
routinely transmit sensitive 
information via e-mail. 
Norton Secret Stuff, from 
Symantec ( www.symantec . 
comfnss! i Is a simple 
solution. It encodes e-mails 
and unlike most encryption 
programs it does not require 
the recipient to have access 
to the same software. While 
this program uses a weaker 
encryption scheme, it will 
deter the average snoop. 

If you are keen to keep 
your most embarrassing 
secrets in a computer Ole. or 
If the Feds are on your tail, 
the answer may be a 
program called Shredder. 
(www.shredder.com). 

TYpically, encryption 
programs scramble the final 
copy of a document. But 
Windows applications often 
create back-up or temporary 
versions of the file that may 
not be encrypted. A 
determined investigator 
might find these files and 
gain access to your secret 
documents. 

Shredder - like a paper 
mulching machine - ensures 
that all versions of a file, 
including these back-ups. are 
unreadable. It also includes 
a special “panic button" that 
can be activated in case of 
emergencies to delete files 


From politics to protests. We 
have yet to see PC users 
march Log down the Mall in 
Washington, but a few 
determined souls took to the 
streets outside Apple 
Computer's headquarters in 
Cupertino, California, last 
week to protest against tbe 
company’s decision to 
discontinue Newton. 

Apple watchers will 
remember the bype that 
surrounded the launch of 
Newton in 1993 John 
Sculley. then Apple 
chairman, predicted that the 
hand held “personal digital 
assistant” signalled the 
creation of a $3,500bn 
industry based on 

information services that 
would be beamed to 
information appliances. 

But Newton was ahead of 
its time - before the world 
wide web popularised the 
internet and long before the 
emergence of wireless data 
services. Moreover, the 
handwriting recognition 
software upon which 
Newton depended proved 
unreliable. 

The protesters called on 
the company to sell tbe 


Newton technology, rather 
than kill it- Apple had 
announced plans to spm off 
Newton last year, but Steve 
Jobs. Apple founder and its 
interim chief executive, 
reversed that decision. 
Recently, the company 
looked for a buyer without 
success. 

It is a measure of the 
excitement that Apple can 
still create around its 
products that about 100 
software developers joined 
the protest “If Apple had 
stuck with it I think Newton 
could have been a wild 
success." says Adam Tow. 
head of the Newton 
developers group. 
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Talking of protests, it is high 
tim e the PC software 
industry began offering 

customers a satisfaction 
guarantee. If you buy a piece 
of software and find it does 
not work well on your 
system or does not provide 
the functions you need, you 
should be able to return it 
and get your money back. 

Too often consumers face 
no-return policies on 
shrink-wrap software 
packages. This is especially 
true of games and 
entertainment software, but 
often applies to “personal 
productivity" programs. 

Once opened, these 
programs are yours to keep, 
whether you like it or not 

Consumer laws differ 
around the world, but most 
consumer goods 
manufacturers stand behind 
their products with lengthy 
warranties. Retailers usually 
will take back products that 
fail to live up to a customer’s 
expectations. 

The PC industry has been 
slow to adopt these 
standards but hardware is 
typically covered by at least 
a 30 day warranty and often 
a much longer service 
contract. Tbe software 
industry is still dragging its 
feet. 

Rather than focusing on 
pleasing its legitimate 
customers, the software 
industry is obsessed with 
tracking down “pirates” who 
use its products without 
paying. Few would deny that 
software piracy Is serious, 
yet the best way for the 
industry to counteract it 
may be by offering 
responsive customer support 
services and satisfaction 
guarantees. 


Apple's Cupertino offices: 
unhappy lancfing for Newton. AP 


Share your vietas in the 
Eagle Eye discussion group 
on the FT web site 
(www.FT.com) or contact 
Louise Kehoe by e-mail on 
louiseia.FT.com 
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A salary can’t buy happy workers 


Interesting work, fun, recognition and 
new challenges are just as important 
as money in any reward system 


Dear Professor Hunt. I am 
the owner-manager of a 
< company and one qf mg 
particular concerns at the 
moment is how much l 
should pay people. I have 
increased the salaries of my 
employees well above the rate 
of inflation for the past three 
years, but they still seem 
dissatisfied. What am l doing 
wrong ? 


; The American researcher 
Fred Herzberg was the first 
! to propose that employees’ 
j salaries were a major cause 
I of dissatisfaction but not 
necessarily a cause of 
i satisfaction. Writing in the 
1950s he introduced the 
concept that what makes 
i people happy about their 
work and what makes them 
I unhappy are different 
1 things. 

What makes them happy 
or satisfied, be proposed, 
were characteristics of the 
job that met what he called 
their motivator needs, such 
as a desire for achievement, 
recognition, interesting 
work, power of self andjor 
others and promotion. 

What makes them 
unhappy arises from what 
he called hygiene needs 
related to the context in 
which tbe work was done. 

These “diss3tisfiers" are 
company administration, the 
boss, salaries, peers and the 
physical working conditions. 

This theory became part of 


universal management 
training: it was practical, 
simple, memorable and 
consistent with the gut Teel 
of many managers. 
Unfortunately, over the next 
40 years no other researcher 
was able to replicate 
Herzberg’s findings with 
such clarity. 

Today most researchers 
would agree that what 
excites people and what 
irritates them about their 
jobs are often different 
factors, but these may reflect 
personality differences as 
much as they reflect either 
the work or the job context. 

However, it is on salary, 
particularly, that Hcreberg’s 
neatness lets us down, 
i Salary is not Just a 
contextual factor. It also 
| establishes our place in the 
scheme of things. It affects 
our sense of equity, 
impinges on our sense of 
personal worth, our self- 
esteem. Salary crosses the 
barrier from hygiene to 
motivator need and casts 
serious doubt on the theory. 

No one would argue today 
that salary is not a 
motivator. There are people 
wbo are attracted to jobs . 
which pay a fee for each task 
and arc found in the 
professions. 

commission-based soles jobs 
and in personal services. 

But Cor most reasonably 
paid employees salary Is not 
a prime motivator on a 


day-to-day basis. For most of 
us other factors - 
challenging work, variety, 
control over our work. 


recognition, power, 
autonomy - are the prime 
motivators day to day. (This 
does not exclude the power 
of money in large lumps. 
Everyone has a price and, 
given enough money, you 
can motivate your 
employees Tor short periods 
of time). 

.Financial rewards arc one 
of the most complex areas of 
managing. It is well nigh 
impossible to get it right. We 
preach equity and fairness, 
yet most reward systems are 
blatantly unfair. We preach 
transparency and openness, 
yet there are anomalies 
which persist 


Over the past 40 years 
there have been at least four 
management movements 
which have attempted to fix 
the anomalies. Two of these 
- management by objectives 
in the l»7r>s and 1980s. and 
performance related pay 
from the 1990s - became 

universal cults. Bureaucratic 
information-based reward 
.systems are now a booming 
business. Yet their 
underlying assumption is 
false. They are based on a 
belief that organisations can 
be administered 
scientifically - that 
inequities and emotions can 
be squeezed out to provide a 
rational scheme 
But Jove. hate, pleasure, 
pain, satisfaction and 
dissatisfaction are essential 
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ingredients oflife at work. A 
totally rational reward 
system would risk squeezing 
out the creativity and 
innovation that companies 
need to survive. 

So What might you do with 
your reward system? A 
middle path between an 
obsessive belief! n a rational 
scheme and the idiosyncratic 
effects of labour market 
forces would be sensible. If 
your people are unhappv 
you should concede that 
fu Slems a* 6 imperfect 
***** lhey are raely fair 
that transparency is not 
guaranteed to improve them. 

bu^ h l the teraP^tion to 
buy a bureaucratic. 

ES'HS a S° n ' based system. 

Establish performance 
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Performance does outstrip 
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Berlin comes in from the cold 


Outside Germany, Berlin may 
enjoy a reputation as a lively and 
somewhat louche place. To see 
what many Germans, especially 
those in the western part of the 
country, think of their capital, 
one need only tuns la to Die 
Strossen von Berlin, a new cop 
show now showing on Monday 
nights on the Pro 7 networis. 

Borrowing heavily from estab- 
lished US formats - the title itself 
echoes a series set in San Fran- 
cisco - the show Is based around 
a bunch of tough cops investiga- 
ting organised crime. As such it 
forms a perfect platform on which 
to parade many of the popular 
prejudices about Berlin- 

One week it is Russian gang- 
sters dealing in stolen art who are 
causing Inspector Dr Maas and his 
team concern; the next it is Viet 
namese cigarette smugglers tak- 
ing pot-shots at the police from a 
fortified council estate on the 
eastern side of the city. To give 
the show an appropriately seedy 
feel - this is, after all, Berlin - 
one episode manages to mix porn 
video makers with a gang of inter- 
national body -parts’ smug gl ers 


As popular television, the show 
ia certainly well-execnted. It 
moves fast and thanir* to heavy 
investment in stunts and spectac- 
ular sequences is, as they say, 
action-packed: But ft is not just 
the special effects which make Die 
Strossen von Berlin stand out The 
8 eries reveals much about chang- 
ing habits in German television 
and, more generally, the way Ber- 
lin is starting to assume a differ- 
ent place within the popular con- 
sciousness of united Germany. 

- In terms of the television indus- 
try, Die Strossen von Berlin is a 
high-profile (and expensive) exam- 
ple of the move towards more 
domestic production. The amount 
of imported, mostly US, program- 
ming on German television has 
always been high, this is perhaps 
not surprising given that over half 
of all homes in Germany receive 
almost 30 channels. Imported con- 
tent has often been the only way 
of filling so m uch space. 

For a long time it was also the 
cheaper way. But with the recent 
inflation in prices for US program- 
ming this is no longer the case. 
Also television executives realised 


that viewers wanted programmes 
which they could relate to more. 

The result has been a strong 
growth in German-made program- 
ming. In some cases, such as the 
soap opera Gute Zezien, Schlechte 
Zeiien, this has merely involved 
taking a foreign format (the Aus- 
tralian Good Times, Bod Times) 
and rewriting it in a German set- 


are wild places, where extreme 
things can (and do)- happen. 
Watching a bunch of Uzi-totlng 
Cuban exiling lay waste to a 
prime slice of Florida real estate 
is plausible because much of the 
media coverage of that state teDs 
us that such events are not totally 
beyond the bounds of fantasy. 

Until recently such contexts 


Even before unification, Germany’s biggest 
city always offered tilings on a bigger and 
more bizarre scale. Since the fall of the wall, 
the city’s dramatic potential has increased 


ting. In the case of Die Strossen 
von Berlin, the US influences are 
also obvious, not just in the 
high-speed chases and liberal 
deployment of bullets and the 
occasional bazooka shell. 

To make their action-flUed dra- 
mas faintly convincing, the pro- 
ducers have also had to set them 
in a plausible context. Hard-hit- 
ting US cop programmes work 
partly because we are prepared to 
believe that north American cities 


were hard to find in Germany. 
With its harbour and related sex 
industry, Hamburg's sub-culture 
makes a good backdrop for murky 
tales. Munich’s perfumed afflu- 
ence and whiff of cronyism Is 
ideal for stories of intrigue and 
corruption, while the post-indus- 
trial landscape of the Ruhr is per- 
fect for dramas spun around envi- 
ronmental crimes. 

Ah of the above have featured 
in German TV cop dramas. But 


while the quality of some of these 
shows can be good - the Totort 
series on the main public sector 
network, ARD, is usually excel- 
lent - their value and charm often 
lies in telling small stories of 
crime and wrong-doing: the jilted 
busbar^ the corrupt official, the 
bent policeman. 

Berlin, however, is different. 
Even before unification. Ger- 
many’s biggest city always- offered 
thing s on a slightly bigger - and 
thanks to the wall which divided 
it, more bizarre - scale. Since the 
fall of the wall, the city’s dramatic 
potential has increased (although 
at the same time it has been 
deprived of a nseftil side-line in 
Cold War yarns). 

The opening of borders, not just 
within the dty but also 5Qfcm east 
towards P oland, has brought with 
it new dimensions in crime. Rus- 
sian gangsters have indeed killed 
and blown each other up in the 
dty. Black market cigarettes are 
peddled in real life by Vietnamese 
petty criminals outside train sta- 
tions. The departing Red Army 
was careless with some of its 
weaponry, bits of which have 


turned up on the black market. 
The Kremlin may have forgotten 
to recall a few spies. 

All of this and more has been 
dutifully reported in the German 
press. Add to that Berlin’s other 
“normal” big-dty features - such 
as higher crime rates, violent 
squatters and youths given to 
rioting and all-night partying, a 
few sticky-fingered officials - and ! 
yon have a picture to thrill and 
horrify orderly citizens. 

Berlin is also highly plausible 1 
as a setting for spectacular wrong- 
doing. because many west Ger - 1 
mans distrust the place anyway. 
Next year’s move of the federal 

government from Boon to Berlin | 
will be mare than just a shifting 
of bureaucratic furniture. Already 
the German chattering classes! 
devote much time to angst-ridden 1 
debate about the move to a “Bar - 1 
lin republic" in which the self-con - 1 
scious modesty of the post-1945 
period wiD be replaced by some - 1 
thing bigger and more chaotic. , 

In a country which, despite its 
size, is often noted for its provin- j 
rini i«m, Berlin offers a welcome 
diversion. The fact that Berlin has 
yet to match the cosmopolitanism | 
of other big European cities, and 
that much of the wrong-doing 
here is common elsewhere as well, ! 
is another matter. 

Frederick Stiidevnann 1 


Designed 
to shock 
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You’ll Have Had Your Hole 
West Yorkshire Playhouse 

Irvine Welsh - he’s so 
mid-nineties. For that brief 
Instant a while back. Welsh 
was simply essential: you 
had to read his books, had to 
see the adaptations - most 
notably the first, Ian Brown- 
directed stage production of 
Trainspotting. 

But with growing aware- 
ness - not least on Welsh's 
own part - of his status as 
“poet laureate of the chemi- 
cal generation", matters 
changed: you had to have 
read the books or have seen 
the shows or films. He is 
now simply a set text foot a 
particular generational/cul- 
tural syllabus, with all the 
freshness and threat that 
implies 

You'll Have Had Your 
Hole, Welsh’s first purpose- 
- scripted stage play.receiviiig 
its premiere at the West 
Yorkshire Playhouse, Leeds 
concerns Itself mostly with 
fireworks - words and 
phrases, moments of action 
which go off loud and bright 
- than the themes of 
revenge and redemption 
which he tries to integrate. 
Long passages of exposition 
are slotted in with scant 
regard to dramatic effect, 
relying instead on language 
and performance to carry us 
through them. 

Jinks and Docksey hold 
Dex hostage, trussed up to a 
mechanical pulley in a dis- 
used recording studio (allow- 
ing for all kinds of cool beats 
and sam p lin g to be deployed 
gratuitously); Jinks, who 
fancies himself as a cat, tor- 
tures and anally rapes Dex, 
while Docksey insinuates his 
way into the nearby flat, 
heart and bed of Bex's girl- 
friend Laney. 

Docksey, extracting 
revenge on Dex for having 
corrupted his soul in an ear- 
lier. vicious hoodlum k i llin g, 


relents because of his grow- 
ing attachment to Laney - 
founded, it seems, largely on 
her ownership of a CD of 
Marvin Gaye’s “Sexual Heal- 
ing” - hut Jinks is by now 
psychopathically bitter for 
medical reasons of his own. 
And that’s about the size of 
it. really. 

The success of the uninter- 
rupted 100 -minute piece 
(played out on an ingenious 
multi-level set designed by 
Robin Don) is due almost 
entirely to the precision and 
sympathy in direction which 
are Ian Brown's fraFftwarir, 
and to a similarly character 
istic force-of -nature perfor- 
mance from Tam Dean Bum 
as Jinks, at once queeny and 
menacing, and thoroughly 
feline. 

Malcolm Shields and BDly 
McEUbaney turn in solid per- 
formances, while Kirsty 
Mitchell is sold short as a 
typical Welsh womah, called 
upon to do nothing other 
than be bedded by Docksey 
and give him the opportu- 
nity to develop feelings far 
hen as a person, Laney is an 
irrelevance. 

It is also interesting that, 
whereas the homosexual 
rape of Dex is portrayed in 
fun onstage, the consensual 
hetero coupling of Laney 
and Docksey takes place 
between scenes, and Laney 
even completes her disrob- j 
ing under the bedcovers... ! 
female flesh and straight sex j 
aren’t shocking enough, you | 
see. 

No doubt You 72 Have Had ■. 
Your Hole will follow last I 
year’s Playhouse production 
of The Wasp Factory in the i 
admirable achievement of 
attracting to the theatre an 
entirely new and welcome 
demographic grouping. But 
more than a few of them 
may find that they have had 
more experience of such a 
lifestyle than Welsh, and see 
less In It to lionise. One or 
two may even be bored 
slippy by the whole thing. 

Uniil^Kfardb ZI (Oil 3 213 7700). 



Looking terrific: Peter Egan, Susannah York and Lesfle PhiHps in Tennessee wafiams’ most awkward play Alastalr Muir 

An opulent new life for a fey fantasy 


THEATRE 

DAVIDMURRAY 

Canuno Real 

Royal SbakBSpeare Company 


The Royal Shakespeare Company 
has brought Comma Real, Tennessee 
Williams’ most awkward “major” 
play, up from the Swan at Strat- 
ford-on-Avon to London's Young Vic, 
where It looks terrific. 

Yolanda Sonnabend’s dreamy but 
clever jumble of a set (but very 
clever) evokes the right images: New 
Orleans verandas and iron-ribbed 
balconies, glimpses of Mexican pueb- 
los, a dusty village fou n ta in , a blank, 
sinister alley leading away behind it 
- and a pungent atmosphere of 
smoke, seediness and things half- 
hidden (intensified by Peter Mum- 
ford’s creative lighting). 

Although Camino Real reached 
the New York stage after Glass 


Menagerie, Streetcar, Summer and 
Smoke and The Rose Tattoo, Wil- 
liams wrote its first draft immedi- 
ately after Menagerie, in 1946. Its 
style - fey, romantic, literary fan- 
tasy, all but plotless - seemed 
remote from the “naturalistic" 
Menagerie, and his agent counselled 
him against showing it to anybody. 

Elia Kazan, however, began to per- 
ceive rich directorial potential in it 
He liked the poetic idea, and was 
only too happy to fill out the frag- 
mented script with director’s inspi- 
rations, and staged it in 1953. The 
result was that the (prematurely?) 
published Camino Real needs a 
robust inventive and sympathetic 
director. Luckily, the RSCs Steven 
Ptmlott is such a person. 

Wflliams claimed that his play was 
set “outside of time in a place of no; 
specific reality”. Nonsense! It is set" 
in a Mexican border-town in the 
1940s, pretty louche but just big 
enough to have a hotel for rich anglo 


tourists, and equally to attract 
romantic drifters with little or no 
money as well - and thus to accom- 
modate Williams’ very particular 
archetypes. 

The centra] characters include not 
only the doomed, baffled hunk Kll- 
roy (Darrell D’Silva), the “virginal" 
whore Esmeralda (Emily Bnmi) he. 
desires, and the venal hotel-keeper 
Gutman (Leslie Phillips), hut also 
Marguerite Gautier - Dumas’s 
“Lady of the Camellias" and Verdi’s 
“Traviata” - (Susannah York), Lord 
Byron (Colin Hurley), Don Quixote 
(Jeffry Wickham) and Peter Egan’s 
fleshy, fastidious Casanova. Proust's 
Baron de Charles (David Ceilings) 
passes through too, but the early 
1960s was not the time for gay Ten- 
nessee to give him his head on stage. 

All this is backed by the Street- 
Cleaners, whose principal- job is to 
carry off the wasted bodies in plastic 
bins. They are very cheerful about 
tt. So is D ’Silva’s anti-hero KItroy - 


probably less hunky than Williams 
imagined him, but nicely frank and 
Instinctive; and Paola Dionisotti's 
gypsy whore-mistress (a feisty turn, 
bristling with wit and feeling), and 
Howard Crossley’s looming transves- 
tite “Nursle”. Esmeralda's chaperon. 

. Theirs is an immediate, fractiously 
en t e rtaining strand In the play; but 
it’s the older lovers. Marguerite and 
Casanova, who ultimately set the 
tone of the piece. Miss York’s super- 
annuated Marguerite - haggard, 
beautiful, gracious and spunkily 
pragmatic - seems definitive. 
Between her and her fellow-actors, 
Plmlott's staging and Sonnabend’s 
designs, Camino Real acquires an 
opulent new life. 

ta repertory nrffii Henry VIA atthe Young 
Vic, imffl May. 

‘Not About Nightingales’, reviewed 
yest er day, was not an RSC production 
as s t ated, but a National Theatre co-pro- 
duction with Moving Theatre. 


Ritual 
sounds 
in vogue 

MUSIC 

sraHStPEmn 1 


The Lest Dbcounw 
Byzantine Festival 


This concert, given before 
Prince Charles and the 
Orthodox Pope Petros Vn in 
St Paul’s Cathedral, was the 
grandest event in the 
Byzantine Festival which 
has been running in 
London. Its climax had been 
carefully chosen: the world 
premiere of The Last 
Discourse by John Tavener, 
composer of Song far Athene, 
the piece that moved 
millions at the Princess of 
Wales’s funeral. He remains 
very much in vogne. 

One probably has to be of 
the faith, as presumably this 
august collection of 
dignitaries was (and as I am 
not), to be able to tolerate, 
much less enjoy, Tavener's 
brand of religions 
ceremonial. For me this 
piece was exactly as 
expected, a work of daring 
simplicity and unutterable 
tedium. 

Its musical content is 
slight: four unchanging, 
restated elements scarcely 
substantial enough to be 
called ideas. One is the slow, 
low unison glissando of 
Christ (Stephen Richardson) 
and amplified double bass 
(Barry Guy), based on the 
Draped style of Indian 
singing. Another is an 
underpinning drone (the 
note A), here sung by the 
Choir of the Syrian 
Patriarchate of Antioch, no 


The third is the slow, 
simple, chorale, all doable 
thirds, orthodox-manner, for 
which the fine St Paul’s 
Cathedral Choir was 
responsible. And finally, 
Patricia Rozario’s distant 
top line, an incantation of 
the single word Sofia (the 
voice of Holy Wisdom). 

Variations on these 
themes are slight; indeed 
the whole point is 
ritualistic, seven-fold 
repetition, though 
Tavener incorporates a 
western-style crescendo and 
decrescendo. 

Before this we heard 
music of positively 
indulgent substance, 
western works based on 
pUdnchant Under St Paul’s 
great dome the Eyrie “Le 
Roy" by Tavener’s great 
16th-century forebear and 
near-namesake, John 
Taverner, had abundant 
grace and magnificence, its 
ravishing lines seemingly 
suspended for an eternity in 
the vastness of the acoustic. 

This music really can 
move a stony hearted 
rationalist to feelings of 
spirituality, while Jonathan 
Harvey's textm-ally complex 
“Come Holy Ghost” (1984), 
unfolding like some complex 
flower, achieved through 
different means a similar 
smise of mystery. 

All of this contrasted 
effectively with the well 
disciplined Syrian choir, 
who chanted with sturdy 
rhythm their own church’s 
peculiar chant*, their 
handful of female singers 
producing their voices in a 
strident, open manna* quite 
unknown in our own part of 
the world. Fascinating. 
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BARCELONA 

EXHIBITIONS 
Fundadd Joan Mflrfi 
Tet 34-3-329 1908 

www.bcn.fjmiro.BS 

Liza Lou: The Back Yard. Installation 

by the American artist, which 

.... i ika *,n-wTr-~al 


American garden; to Mar I 5 

BELFAST 

THEATRE 

Grand Opera House 
Tab 44-1232-241919 
M^tene: A Tribute to Dietrich. 
Staring SSn Phfl BpK Mar IB 

CHICAGO 

CONCERTS 
Orchestra Hall 

Tab 1-312-2943000 

www.chk^gosymphony.org^_ 

• Chicago 

conducted by Hei^ ^ 

Dvcrik. With ceflo soloist Lynn 
Harrell; Mar 1.1 . 

• Chicago Symphony On**** 
conducted by Oliver 

wdrio by Stravinsky, Uebemon and 


Knussen. With soprano Lucy Shelton 
and horn soloist Gail Wflflams; Mar 
12. 13, 14 

FRANKFURT 

CONCERTS 
Frankfurt Oper 

Tet 49-69-21202 
SVVF-Sinfonloorchester Peter 
Maxwell Davies conducts his First 
and Second Fantasia on John 
Tavener's In Nomina, and Mozart’s 
Violin Concerto in D major. With 
violin soloist Christian Tetzlaff; 

Mar 15 

HOUSTON 

DANCE 
Houston BaBet 

Teb 1-713-2272787 
The Snow Maiden; world premiere of 
a new fiiHength work 
choreographed by Ben Stevenson to 
a Tchaikovsky score arranged by 

John Lanchbery, In a ccH&wlucHon 

with American Ballet Theatre. Bolshoi 

ballerina Nina Ananiashvili wfll make 
her Houston debut in the title rote. 
The designs are by Desmond Heeley; 
Mar 12, 14, 15 

LISBON 

DANCE _ 

100 Days Festival, Expo W 
Mark Morris Dance Group: I Don t 
Want to Love by Monteverdi 1 , Glona 
by Vivaldi, Grand Duo by Lou 
Harrison and Solo; Main Auditorium. 
Centro Cultural de B elem; Mar 11 

LONDON 

CONCERTS 
Barbican Hafl 


Tet. 44-171-638 8891 

• Bflott Carter 90th Birthday 
Celebrations: Pierre Boulez conducts 
the London Symphony Orchestra in a 
programme of works by Ravel. 

Carter, Stravinsky and Prokofiev; 

Mar 12 

• The Royal Opera: Meflstofele, by 
Boito. Conaart performance, 
conducted by Bernard Haitink. The 
title role is swig by Samuel Barney; 
Mar 14, 16 

Royal Festival Hafl 
Tel: 44-1 71-960 4242 

• Phliharmonia Orchestra: 
conducted by DohnAnyi In works by 
Bart 6 k and Haydn. With cello soloist 
Hdnrich Schtff. Mar 11 

• BeetbovenhaJle Orchestra: 
conducted by Marc Soustrot in 
works by Beethoven. With violin 
soloist Raphael deg; Mar 15 

• London Philharmonic Orchestra: 
conducted by Mark Elder in Bach’s 
Mass in B minor, with the Choirs of 
Westminster and St. Paul's 
Cathedral; Mar 15 

• City of Birmingham Symphony 
Orchestra: conducted by Sir Simon 
Rattle in works by Boulez and 
Messiaen; Mar 16 

EXHIBITIONS 

National Gallery 
Tet 44-171-839 3321 
Recognising Van Eyck: brining 
together several rare works by the 
15th century Netherlandish master 
alongside other works; ends on 
Sunday 

OPERA 

English National Opera, London 
Coliseum 

Tel: 44-171-832 8300 

• The Elixir of Love: by Donizetti. 


New production, directed by Jude 
Kelly and designed by Robert Jones. 
The conductor Is Michael Lloyd; 

Mar 11 

• La Boh feme: by Puccini. Steven 
Pirrriott’s production is revived by 
Barry Atkinson and Frances Moore, 
and conducted by Emmanuel Joel; 
Mar 12, 14, 16 

• The Tales of Hoffman: by 
Offenbach. New production by 
Graham Vick, designed by Tobias 
Hohslse) and conducted by Paul 
Dantei/Willlam Lacey; Mar 13 

LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavflhjr 
Tel: 1-213-365 3500 
Los Angeles Philharmonic: world 
premiere of a specially 
commissioned work by LJndberg, 
Fresco, conducted by Esa-Pekka 
Salonen. Programme also includes 
works by Bernstein and Schumann; 
Mar 12, 13, 14, 15 

MADRID 

CONCBttS 

Auditorio Nacfonal 

Tel: 34-1-337 0100 

London Symphony Orchestra; Pierre 

Boulez conducts works by Bartok, 

Schoenberg, Carter and Debussy; 

Mar 14 

MILAN 

OPERA 

Teatro alia Scab 
Tet 39-2-88791 
wwwJascala.mSano.it 
Kbvancina: by Mussorgski. 
Production from the Mariinsky 
Theatre of St Petersburg conducted 


by Valery Gergiev (Alexander 
PoSnichka on Mar 13) in a staging by 
Fedor Lopukhov, with designs by 
Fedor Fedorovsld; Mar 11, 13 

MUNICH 

OPERA 

Bayerisehe Staatsoper 
Tet 49-89-2185 1920 
The Midsummer Marriage: by 
Michael Tippett. Munich premiere. 
Mark Elder conducts a production 
staged by Richard Jones, with a cast 
including Alison Hagley and Phi ip 
Langrtdge; Mar 11 

NEW YORK 

CONCERTS 

Avery Fisher Hafl, Lincoln Center 

Tet 1-212-875 5030 
New York Chamber Symphony: 
conducted by Gerard Schwarz in 
works by Roussel, Mendelssohn, 

Kolb and Haydn. With violinist Bmar 
Oliveira and pianist Michael Boriskin; 
Mar 14, 15 

Carnegie Hafl 

Tet 1-212-247 7800 
www.csrnegiahBn.arg 

• San Francisco Symphony 
Orchestra: conducted by Michael 
Tiisor Thomas In Mahler’s Symphony 
No. 6 In A minor; Mar 12 

• San Francisco Symphony 
Orchestra: conducted by Michael 

71 bon Thomas in works by Copland, 
Rachmaninov and Stravinsky; Mar 13 

EXHIBITIONS 

Metropolitan Museum of Art 

Tet 1-212-879 5500 
www.metmuseum.org 

• Paul Strand, Circa 1916 : 
comprising 50 rare prints tracing the 


photographer’s transition from a 
soft-focus style to a bold , American 
modernism; to May 31 

• Pierre- Paul PrutThon (1758-1823): 
first American ret r ospective erf work 
by Ihe court painter and draftsman, 
who won acclaim during the years 
spanning the French Revolution, the 
Empire and the Restoration for his 
allegories and portraits. Includes 60 
paintings and 100 works on paper; to 

Jun 7 

OPERA 

Metrop oB tan Opera. Lincoln Center 
Tek 1-212-362 6000 
www.tnetttoem.org 

• Lohengrin: by Wagner. New 
production by Robert Wflaon, with 
costumes by Frida Pamtegglanl , I 
Mar 13 

• Samson et DalJla: by Saftt-Sagns. 
New production by Elijah Moshlnsky, 
with designs by Richard Hudson; 

Mar 14 


PARIS 

coNcerrs 

Cite de la Musiqtie 
Tet 33-1-4484 44 84 
The Tchaifcovfesy Experience: Roger 
Norrington conducts the Orchestra of 
the Age of Enlightenment In 
concerts, using period Instruments, 
Intended to sound as historically 
accurate as possible. Saturday's 
programme includes extracts from 
Sleeping Beauty and Pfano Concerto 
No. 1 , with pianist Cyril Huve. 
Sunday’s programme includes 
Tatyana’s Letter -from Eugene Onegin 
with soprano Joan Rodgers, and the 
PathStique Symphony. The 
weekend*® activities include 
afternoon recitals by Huv 6 and 
Rodgers, as well as talks and.opai 


rehearsals. The programme will be 
repeated in London end Birmingham; 
Mar 14, 15 

Salle Pieyel 
Tet 33-1-4561 6589 
Orchestra de Paris: conducted by 
Semyon Bychkov In a concert 
performance of Strauss’s Etektra; 
Maria, 15 

TOKYO 

OPERA 

Bunkamura 

Teb 81-3-3477 9999 
Canadian Baroque Opera Company 
from Toronto: Le Noczze di Figaro, by 
Mozart (te English with Japanese 
subtitles); Orchard Hafl; 

Mar 11, 12,13 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for Europe 
cm be received In western Europe 
on medium wave 646 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN Inte rna tional 

Monday to Friday, GMT: 

08J3Oi MoneySne with Lou Dobbs 
1330: Business Asia 
19-30: World Business Today 
22.00: World Business Today Update 

• Busatott/Marloat Reports: 

05:07; 06:07; 07:07; 0820; 09:20; 
1020; 1150; 1132; i 2:2 0; 

1420. 

At 0820 Tanya Beckett of FTTV 
reports live from LJFFE as the 
London market opens. 
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EDWARD MORTIMER 


Demonic duo 

Saddam Hussein and Slobodan Milosevic are the true architects 
of the new world order 


A global policeman's lot Is 
not a happy one. No sooner 
has one notorious malefactor 
been bullied and cajoled 
back into his box (for haw 
long?) than another is 
breaking parole and causing 
mayhem, requiring the 
despatch of squad cars to a 
different neighbourhood. 

Saddam and Slobo, the 
presidents of Iraq and 
Yugoslavia, are the true 
. architects of the new world 
order. 

It is largely In reaction to 
them that, by a series of 
Improvisations, the vaunted 
“international community*' 
has defined itself. They have 
obliged the sole remaining 
superpower, which having 
won the cold war would 
happily have left the world 
to its own devices, to 
continue with the tiresome 
■business of threatening and 
using force, deploying troops 
in faraway places, and 
cobbling together coalitions. 
And they have presented the 
rest of the world with 
constant dilemmas - , to 
demand more US leadership 
or less, to tag along behind 
. the coalition, or to risk being 
labelled accomplices of evil. 

Although they are joint 
architects, Mr Saddam and 
Mr Milosevic are not 
identical- They operate in 
different regional and 
cultural contexts. In 
post-communist Europe, 
unlike the post-colonial Arab 
world, some concessions to 
freedom and democracy 
have to be made. In Baghdad 
you will, not meet dissident 
journalists, kill less see the 
. mass demonstrations against 
electoral fraud that 
paralysed Belgrade all last 
winter. 

Nor would Mr Saddam 
allow Kurdish separatists to 
elect their own “president" 
under the eye of his police 
force as Mr Milosevic wfll 
allow Albanian separatists 
to do in Kosovo on Sunday 


week. The west had to drive 
Mr Saddam's forces out of 
Kurdistan before Iraqi Kurds 
could elect an autonomous 
parliament in 1992. 

Mr Milosevic is a former 
communist who skilfully 
exploits nationalism to 
prolong his power. Mr 
Saddam is a nationalist who 
has borrowed and refined 
the totalitarian techniques 
of communism and fascism. 
Mr Milosevic is relatively 
well-educated, having risen 
to power as a technocrat 
within the communist 
establishment. Mr Saddam 
rose as a thug and hit man 
in a conspiratorial 
revolutionary party. 

Mr Milosevic (unlike Mr 
Saddam) has not personally 
killed anyone, so for as we 
know. Nor has he developed 
or used weapons of mass 
destruction. Nor indeed has 
he openly waged war against 
any other state. He prefers 
to work through deniable 
intermediaries. 

Yet the similarities jure 
greater than the differences. 
Both men have gtajin orders 
leading to the dedtps of 
thousands of innocent 
people, in order to achieve or 


retain power, la both cases 
the victims have sometimes 
been selected on ethnic 
grounds, apparently 
justifying a charge of 
genocide. 

In both cases there Is an 
amply documented prima 
fade case far Indictment on 
charges of war crimes and 
crimes against humanity. As 
yet these have not been 
pressed for reasons of 
political expediency because 
both met also have the art 
of making themselves 
appear useful, even 
indispensable. Both know 
how to demonstrate that 
there is no alternative to 
their regime or that, if there 
were, it would somehow be 
worse. 

Better Mr Saddam, we 
were told In the 1980s, than a 
victory for revolutionary 
Iran or, in the 1990s, a 
break-up of Iraq Into warring 
fragments. Better work with 
Mr Milosevic, we hear, than 
give free rein to Radovan 
Karadzic in Bosnia or 
concede victory to the 
ultra-nationalist Vojislav 
SeseU in Serbia. Both men 
are former protfigfis of Mr 
Milosevic whom he knows 



MDoaavte akWuHy explblts n*tk>n*ltam to protong hta poww 


how to manipulate or 
sacrifice as circumstances 
require. 

As for the “democratic- 
opposition some in the west 
would like to support, it is 
hard to know whether that 
in Iraq or Serbia is the more 
demoralised and divided - 
though the west often fails 
to notice that demoralisation 
and division are nourished 
by its own cynicism. If 
western powers are willing 
to tolerate the dictator or 
come to terms with him, 
opposition leaders are more 
likely to double-cross each 
other and make their own 
terms as best they can. 

Internationally, both Mr 
Milosevic .and Mr Saddam 
know how to exploit 
divisions in the UN security 
council and to play on e thni c 
or religious solidarity - 
pan-Slav or Orthodox In the 
former case, Arab and 
Moslem in the latter. Both 
look for support to an 
enfeebled and resentful 
Russia, and both count on 
solidarity from states and 
people who feel 
uncomfortable about US 
world hegemony or about 
tbe use of force. (Neither, of 
course, is squeamish about 
using force himself.) 

Both have survived UN 
embargoes and sanctions 
with no apparent damage to 
their power base; and both 
have used the suffering of 
their people, for which they 
themselves are largely 
responsible, as an argument 
to get sanctions relaxed or 
lifted. Hare, they appeal to 
different constituencies. In 
the UN's Iraq sanctions . 
committee, according to a 
former member of its staff, 
non-aligned members, often 
countries with Moslem 
populations, favour a more 
liberal application of 
sanctions. In tbe Yugoslavia 
sanctions committee, the 
same members demanded a 
tougher line on Serbia. 

Most people who have 
studied their track record 
would agree that there can 
be no secure peace in the 
Balkans while Mr Milosevic 
Is still in power in Belgrade, 
nor in the Gulf while Mr 
Saddam reigns In Baghdad. 
Both have given their 
peoples ample reason to 
wish to get rid of them. 

Yet both, so far, have 
outwitted all attempts to 
do so. 

BdwardMortimertafFT.com 
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T he Asian crisis has 
revived talk that a 
spectre is haunting 
the world's govern- 
ments: that of the global cap- 
ital market whose advances 
they cannot resist, whose 
sudden rejections they can- 
not survive. A better anal- 
ogy would be the jet aircraft. 
Global financial markets let 
us go where we want more 
quickly, more comfortably 
and most of the time more 
safely than was possible 
before. But the crashes, 
when they occur, are that 
much more spectacular. 

No one sensible is against 
jets. But everyone sensible is 
for safety regulations and 
new procedures, because 
they exist. 

We have seen too many 
financial crises In these last 
years of the century, crises 
that have come at unaccept- 
able costs to the people in 
the affected countries. Yet 
before we turn tbe clock 
back in favour of new con- 
trols on foreign borrowing, 
we should remember that a 
good number of tbe coun- 
tries that have recently got 
into difficulty have been 
exporting capital. And where 
there have been concerns 
about “hot foreign money", 
it has often been hot foreign 
money that countries had 
actively sought to attract. 

In thinking about how to 
respond to these crises, the 
best place to start is with the 
basics: first, the strong mac-' 
roeconomic fundamentals 
that are critical to sustain- 
ing the confidence of a coun- 
tries' own citizens; second, 
the domestic safeguards that 
help countries avoid the dan- 
gerous practices associated 
with reckless pursuit of low- 
cost capital. 

The case for capital 
account liberalisation, is a 
case for allowing capital to 
seek the highest productiv- 
ity investments. Inflows in 
search of genuine economic 
opportunities are one thing. 
Inflows in search of govern- 
ment guarantees or under- 
taken in the belief that they 
are immune from the stan- 
dard risks are quite another. 
We have seen in recent 


months m Asia - as Ji 
countless points in the past 
- the danger of opening up 
the capital account when 
incentives are distorted and 
domestic regulation and 
supervision are inadequate. 

The right response to 
these experiences is much 
less to slow the pace of capi- 
tal-account liberalisation 
than to accelerate the pace 
of creating an environment 
in which capital will flow to 
its highest return use. The 
pace of opening up should be 
matched by the pace of 
developing a sound domestic 
financial system. But both 
fast is better than both slow. 
Mexico took the liberalisa- 
tion route tn 1995 and has 
since reaped the benefits in 
rapid growth and a strength- 
ened domestic financial sys- 
tem. it is striking that the 
countries faring best In Asia 
are those that have 
responded in the same way. 

When a country takes the 


welfare-enhancing t*nff 

developed over the pasf * 
centuries. They are ^ 
correct. They relate to cir- 
cumstances that are emp 
oallv relevant. But they are 
almost certainly invoked 
mure frequently on behalf of 
the wrong policies than tne 
right ones. In a different Con- 
text the question has been 

asked whether. ifU were dis- 
covered that 10 per cent of 
alcoholics could drink again 
without ill effects, it would 
he a service or a disservice 
to publicise the discovery. 

The challenge of building 
a sale and efficient global 
financial system starts with 
the efforts of domestic 
authorities. It surely does 
not end there. We all need to 
look at the international 
financial system and do 
what we can to change it so 
we do not have crises like 


Global financial markets let us go 
where we want more quickly, more 
comfortably and most of the time 
more safely. But the crashes, when 
they occur, are that much more 
spectacular 


more basic precautions that 
should be part of any liberal- 
isation process - when it has 
the proper supervisory and 
regulatory practices in place 
- these precautions have 
enormous potential for con- 
trolling potentially 
unhealthy flows. Countries 
need to adapt and develop 
standards and rules to 
ensure safety and sound 
practice within a more liber- 
alised system. Governments 
can respond to the invention 
of the jet aircraft by length- 
ening the runway or by ban- 
ning jet landings. It is obvi- 
ous which is better. 

Reasonable people can dif- 
fer on the appropriate phas- 
ing of liberalisation. But 
there is a danger that tbe 
ingenious arguments for 
speed bumps or other forms 


Asia's every three years. 
There will never be enough 
money In the world to 
respond as an official lender 
of last resort to all the crises 
that can appear in both 
developing and industrial 
countries as global capital 
flows Increase. That cannot 
be the way forward. 

Some of the elements of a 
better solution are clear. 
First, greater transparency. 
If ono were writing a history 
of the American capital mar- 
ket, it is a fair bet that the 
single most important inno- 
vation shaping that market 
was the idea of generally 
accepted accounting princi- 
ples. We need something 
similar internationally. We 
need it at the corporate 
level. And we need transpar- 
ency to apply to central 


report its reserves if it does 
not report the encumbrances 
on those reserves. 

Second, we need to focus 
on strengthening financial 
systems, both globally and 
at the level of individual 
countries. Despite the 
bureaucratic tendency to 
consider otherwise, this 
includes (but is not exclu- 
sively about) improved pru- 
dential standards. It means 
developing all the ingredi- 
ents of an effective financial 
■ infrastructure; it means cul- 
tivating a credit culture, lim- 
its on tbe quality of assets at 
a banks' disposal, and effec- 
tive controls on self-dealing. 

Third, we need to ensure 
that policymakers do not 
confront the choice between 
uncontrolled chaos and con- 
tusion. on the one hand, and 
large bailouts, on the other. 
This is too often the choice 
they confront today. 

Countries need bank- 
ruptcy laws. And they need 
judiciaries to enforce them. 
That is the price of being 
part of a global capital mar- 
ket We also need procedures 
for countries which get 
themselves into profound 
difficulties with their sover- 
eign debt 

We consider the American 
financial system to be 
strong, not because all of its 
institutions succeed, but in 
large part at least because 
the failure of one does not 
jeopardise the whole. We 
need systems that can han- 
dle failure because until tbe 
system is safe for failure, we 
will not be able to count on 
success. For world capital 
markets to work properly, 
investors must make invest- 
ments based on the funda- 
mentals of national econo- 
mies, and not on the 
likelihood of international 
rescues. The enormously dif- 
ficult analytical challenge is 
to find a way to build' such a 
system safely, and without 
undermining the stability we 
are aiming to promote. 

The author is deputy secre- 
tary of the US Treasury 
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Accountancy disciplines in danger 
of being world trade battleground 


From Mr Charles P. Heeler. 

Sir, Guy de Jonqu feres' 
prediction, in his article 
“Rules for the regulators" 
(March 2), that “the new 
world trade battle will not be 
over tariffs or other market 
restrictions”, but "over regu- 
lation" is right on the mark. 
The first skirmishes are 
already being fought in the 
World Trade Organisation. 

A little-noticed provision 
of the General Agreement on 
Trade in Services (Article 
VI) directs WTO members to 
develop disciplines over 
domestic regulations affect- 
ing service industries so that 
they do not act as unneces- 
sary barriers to trade. 

The test case Involves 
requirements on licensing, 
qualifications and technical 
standards in the accoun- 


tancy profession. Three 
years after establishing a 
working party on profes- 
sional services- to write the 
new rules, WTO members 
are about to approve a set of 
"disciplines" that are noth- 
ing of the sort. 

Largely hortatory and 
lame, the proposed disci- 
plines on domestic regula- 
tion of accountancy services 
add virtually nothing to 
what is already in the Gats 
and are so full of loopholes 
that they impose no practi- 
cal constraint on current 
regulatory practices, no mat- 
ter how restrictive or bur- 
densome they may be. 

The profession's world- 
wide organisation describes 
what is taking place in 
Geneva os “less and less rel- 
evant to Improving condi- 


tions for trade in accoun- 
tancy services". 

The extremely weak prece- 
dent being set by the WTO is 
to be regretted. Article VT is 
a potentially powerful tool 
for encouraging regulatory 
convergence and co- 
operation across borders. If 
WTO members would act 
with less timidity and con- 
sciousness of bureaucratic 
turf, they could sow the 
seeds of peace between trade 
policy makers and domestic 
regulators. Instead, many 
otherwise avoidable battles 
are likely to be Fought. 

Charles P. Heeter, 
partner, 

office of government affairs, 
Andersen Worldwide, 

1968 K Street, NW. 
Washington, DC 20006, US 


Any lender has right to dictate terms 


From Ms Jordana 
D. Friedman. 

Sir, Martin Fcldstein 
argues (“Trying to do too 
much”, March 5) that the 
International Monetary 
Fund has been too ambitious 
In its efforts to aid Asian 
economies, thereby threaten- 
ing national sovereignty. As 
a former student of Prof 
Feldstein .at Harvard, I defer 
to him on most matters eco- 
nomic. However, i take issue 
with his contention that 
“conditionality based on fun- 
damental reforms is incom- 


patible with the role of a 
lender of last resort”. 

It is well within the man- 
date of the IMF to Impose 
economic conditions on the 
provision of aid and it Is 
becoming more and more 
common for bilateral ami 
multilateral donors to com- 
pel borrowers to adhere to 
conditions Involving human 
rights, environmental, mili- 
tary, anti-corruption and 
information disclosure poli- 
cies. Lika any lender, the 
IMF and Its shareholders 
have the right to offer funds 


on any terms they see fit. 

I do not believe national 
sovereignty Is at Issue. If 
governments do not wish to 
sntlsfy reasonable conditions 
for good governance, they 
can just say no. This is effec- 
tively what President 
Suharto has done. 

Jordana D. Friedman, 
director, International 
security program. 

Council on Economic 
Priorities, 

30 Irving Place, 

New York, NY 10003, US 


A policy destined to foster instability 


From Mr Aleks Prijic. 

Sir, your leader, “Kosovo 
crisis" (March 3) forgets to 
discuss the issue that has led 
to the conflict - the civil 
unrest In Albania. Last year 
the US government provided 

HQOm worth of aid In the 
form of weapons from its 
out-dated Soviet arsenal. 
Instead of providing aid in 
the farm of medical and 
educational assistance to 
Improve the situation of tha 
many in Albania, its 
short-sighted foreign policy 


seems to thrive on internal 
instability and the constant 
interference in this area. 

The only situation that 
will satisfy the ethnic 
Albanian population la the 
that of total independence, 
and this Is detrimental to 
peace in Yugoslavia, 
Macedonia, Greece and the 
ethnic Greeks living in 
Albania. The provinces of 
Kosovo and Vojvodlna were 
instigated by the 
Communists after the second 
world war to dilute the 




powers of the Serbian state. 
As this regime has ceased to 
exist, so must Its policy of 
autonomy, phantom borders 
and repatriation of 
Albanian* Into Kosovo. 

The rights of Krajina 
Serbs have beep removed, 
yet no mention was made of 
their rights for 
Independence. 

Aleks Prlita, 

116 Poplar Avenue, 
Edgbaston, 

Birmingham 17 . UK 


Flawed view 
of simple 
theory 

From Mr Andrew Shouler. 

Sir, John Kay contetu 
that we should be gratef 
that our chancellor of tl 
exchequer understands tl 
concept of “endogenous ne 
classical growth theory 
and accuses of philistlnis 
those who consider it jargi 
and desire plain Englis 
instead ("In defence 
endogenous growth theory 
March 4). 

There are three reasoi 
not to let such snoottnei 
pass. First, Gordon Brow 
actually cited the pos 
neoclassical variation (whit 
fa quite different!), so th 
Prof Kay’s own plea f< 
accuracy is flawed. Secon 
the phrase concerned is ja 
gon, denoting merely 
reconstructed/leftist view ■ 
industrial developmei 
(known otherwise simply j 
“new growth theory” 
1 nird. and perhaps more sii 
nificantly. the theory itself 
something which the chai 
cenor may or may not unde 
stand (it having been ident 

him b y an acolyte 
but either way would do we 
to play down rather tha 

f« UD i iP j t ' The concept 
Involved simply recommen 
more government spendln 
on mvestment, educatlo 
and training - familiar an 
basic stuff. 

reS^' highfalutin thet 
referen ce might b 
likened to failed mechanics 

5 av «ig devised 
squarish wheel and ^liW j 

poat-neociasslcal, endoge 
nous motion theory". So cal 

*ne Policymaking “soeia 

sres seekta6toS 
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Curbing drug 
demand 


How is the world to win its 
anti-drugs war? The answer is 
that it cannot: use of 
consciousness-altering drugs is 
a permanent feature of society. 
■Yet both the extent of abuse 
and the damage it causes w»n 
be l im ited, a precondition, how- 
ever, is a reduction in deman d 

That sensible position under- 
lies the “draft declaration on 
the guiding principles ctf drug 
demand reduction”, to be dis- 
cussed by the United Nations 
commission on narcotic drugs 
in Vienna next week. But it has 
another praiseworthy feature: 
the shift away from a heavily 
punitive approach. Should lead- 
ing high-income countries, 
above all the US, cease to rely 
so much on brutal restriction of 
supply and equally brutal pun- 
ishment of demand, much will 
have been achieved. 

What lies behind the draft is 
the view of many developing 
countries that they are being 
blamed for - and bear wmnh of 
the cost of tackling - a problem 
created by those who criticise 
them. There would be no drugs 
crisis if milli ons of people in 
rich countries did not wish to 
consume them. So long as they 
do, efforts to halt production 
and distribution of drugs has 
proved about as effective as 
bailing out a boat with a sieve. 

This complaint is justified. 
But the case for a nan-punitive 


approach to reducing demand 
goes far further. Many of the 
costs of drug ahugp are mused 
by the war upon users. Should 
the desire to consume decline, 
those costs would also dimim 
ish: the black market price 
wou ld fall; drug-associated 
crime would shrink; and public 
health would improve. Reduc- 
tion in underlying demand is 
more than another way to curb 
the drug problem. It is much 
the most desirable. 

The declaration for inte- 
grated programmes to cover all 
aspects cf prevention, including 
“information, education, public 
awareness, early intervention, 
counselling, treatment, rehabili- 
tation. relapse prevention, after- 
care and social reintegration”. 
Attention Is to be given to all 
vulnerable groups, including 
convicted abusers. The informa- 
tion provided should also be 
“clear, scientifically accurate 
and reliable”. 

Ibis approach is sensible. But 
will It work? The answer is that 
it is at least worth trying 
because it does address the 
right problem in the right way. 
Measures to reduce underlying 
demand are a necessary condi- 
tion for curbing drug abuse and 
the costs inflicted by efforts to 
control that abuse. In an area 
long marked by hysteria rather 
than reason, the declaration is a 
welcome departure. 


Realism at Liffe 


The decision by the board of the tary union is more than careless. 
London International Financial It could also do damage to Lon- 
Futures and Options Exchange to don's position, as Europe's pie- 
embrace electronic trading has eminent financial centre, 
inevitably been dubbed too little. The . chief .obstacle to change 
too late by some of the has been a mutual ownership 
exchange's institutional mem- - -structure that eat ra u cfaBB the sta- 
bers. Yet it does at least demon: tus quo. As Liffe’s chief executive 
strata the existence of a survival Daniel Hodson has put it a far- 
instinct at Liffe. Automated trad- mula of "one share equals one 
mg is cheaper than open outcry trading permit” is not appropri- 
floor trading and. with recent ate when trades can be executed 
technological advances it will from any PC in Frankfurt,-Tokyo 
soon be as efficient- To ignore or New York. LiSe’s rivals in Qii- 
that message is to court disaster, cago and Frankfort are already 
Yet the move to electronic trad- ■ installing trading screens in Lon- 
ing will stffi run' into stiff resis- don to poach its business, 
tance, not least from “locals", the Job losses are Inescapable. But 
entrepreneurial self-employed liffe has yet to decide which con- 
speculators who take daily risks tracts wzQ move to its new elec- 
in the trading pits. Their ability tronic trading system. Open out- 
to exploit dealing opport un ities cry trading, to which Liffe 
will be severely reduced in a attributes its 99 per cent market 
world dominated by screen-based share in European short-term 
trading. But if the screen is interest rate contracts, is likely 
becoming the global norm in to be kept for these products. 
financ ial markets, Liffe 's man- To be effective, Liffe’s proposed 
ageznent can hardly be blamed reforms - of both computerisa- 
far Its belated attack of realism. . ttan and ownership structure - 
liffe’s adherence to open out- will -need a shorter timetable 
czy has already caused it to lose than the proposed 18 months, 
its dominance in German govern- After all, it took DTB less than a 
meat long bond contracts, or year to seize leadership in bund 
bunds, Europe's most actively trading. 

traded bond futures. The benefi- When the proposals are sobmit- 
ciary has been the nimhim- elec- ted to a vote on May 12, Liffe’s 
tronic Deutsche TerminbOrse. . 200 or so members will condemn 
Liffe’s medium-term contract on themselves to inexorable decline 
German bonds was also still- if they fail to seize the opportu- 
bam. The failure of two fixtures nity not only to endorse the 
contracts is not unusual in the ch anges, but to press for immedi- 
competitive world of derivatives, ate implementation. European 
But losing control of the German investors, meantime, should 
yield carve just months ahead of rejoice that the compe tition In 
European economic and mone- traded derivatives is so effective. 


Computer failure 


For the fifth year in a row, the 


v more slowly in 1997 
>bal average. Western 
tio’ of IT spending to 
rtte product is 2L8 per 

red with 4 per cent in 

2.5 per cent in Japan, 
ah Europe lagged 
the US and Japan in 
levity in 1997. 
its- are contained m 
10th tome entitled 
nformaticn Technol- 
dary 98. They are fer 

pn g than the same 
s attenpt to raise a 
the shortage of pro- 
fcnd software engl- 

, indeed such a short- 
: forces will fill it - 

pid development in 

to increase program- 
activity, or through 
ctf the unfilled tasks 
suppliers based etee- 
throngh bidding up 
to attract a flood of 
he industry. ' 
nuch more worrying 
uooted lack of supply 
i the apparent lack of 
demand. Too many 
ompanies are- felling 
e opportunities that 
sice of tetecomnram- 
computing provide, 
oiit the transforma- 
» company’s entire 
business. Cheap tefe- 
liter databases 


' allow companies to open up their 
internal processes to customers, 
shortening transactions from 
weeks to days or minutes. 

These initiatives lie in the 
Viands of business. But. as the 
European Commission notes, 
there is also something that gov- 
ernment can do. Uncertainty 
about the future regulatory envi- 
ronment in telecommunications 
is one of the hig potential barri- 
ers to investment European tele- 
coms liberalisation, now under 
way, must progress as rapidly as 
possible. Governments will do 
their cit fag na and businesses no 
favours by dragging their heels. 

In other respects, however, 
governments can help most by 
not getting in the way: by avoid- 
ing the imposition of unneces- 
sary layers of taxation and regu- 
lation on electronic commerce. 
There is a need for the creation 
of international standards in 
areas such as electronic pay- 
ments, digital security and cryp- 
tography. But these can be best 
developed by private-sector Ini- 
tiatives rather than by cumber- 
some government-to-govemment 
negotiations. 

As the Eito study suggests, the 
computing tasks of preparing far 
the euro and for the year 2000 are 
indeed demanding. But Europe's 
biggest IT challenge is to find 
ways of exploiting computing 
and tele coms more ambitiously 
than many of its companies are 
yet attempting. 
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Indonesia’s simmering 


resident Suharto’s re- 
election as Indonesia's 
president was never in 
any real doubt But It is 
a measure of his growing insecu- 
rity that he removed the micro- 
phones from delegates in the 
election chamber yesterday just 
to be sure of stifling dissent 

Today he will be inaugurated 
for a seventh term amid the 
worst crisis he has faced in three 
decades in office. Since he is 
already 76 the could well be his 
last term anyway. But if he can- 
not turn the economy round 
soon, many Indonesians believe 
his departure could be abrupt 
quick. 

That itself would raise dangers 
of a violent succession since Mr 
Suharto is one of the longest- 
serving leaders in the world and 
Indonesia is not in the habit of 
changing governments. But 
equally, prolonging the period of 
uncertainty could lead to yet 
mare economic instability, znore 
e thnic violence against the Chi- 
nese minority and, possibly, a 
military coup. 

Hence, both in the region and 
in the wider world, alarm has 
grown as Indonesia’s economic 
crisis has intensified without any 
obvious solution. Since last July 
the rupiah has lost 80 per cent of 
its value. Food prices are soaring. 
Basic goods and medicines are in 
short supply. And lay-offs have 
become widespread as companies 
cease trading. 

Growth is collapsing because 
of an incoherent strategy on the 
part of the president, a weaken- 
ing capacity to govern and a 
declining credibility both at 
home and abroad,” says Rizal 
Ramil of the Econit consulting 
group. 

Thanks to the presence of some 
35,000 troops, Jakarta remained 
eerily calm through the election 
convention. But students have 
been demonstrating on univer- 
sity campuses in the capital. And 
elsewhere, there has been vio- 
lence and anti-Chinese riots as 
workers struggle to meet the dou- 
bling, and even tripling cost of 
food. 

Such a fraying of the social fab- 
ric is worrying foreign policy 
experts. Not only is Indonesia the 
fourth-most populous country 
and its largest Moslem one. It 
also consists of a sprawling archi- 
pelago that straddles Im por ta nt 
sea lanes and its stability is vital 
to the strategic balance of south- 
east Asia. Those who remember 
the civil war and bloodletting 
that brought Mr Suharto to 
power 32 years ago know that 
transitions in Indonesia can be 
violent and have consequences 
beyond the country’s own shores. 

Bill Clinton, the US president, 
has sent several envoys to Mr 
Suharto, most recently Walter 
Mondale, a former vice-president, 
in an apparently vain attempt to 
persuade him to take a grip on 
the economy and carry out 
reforms agreed with the Interna- 
tional Monetary Fund. Singapore 
has warned of an increase in 
piracy around the Malacca 
Straits. "If there is instability in 
Indonesia, it will destabilise the 
entire region,” says Tony Tan, 
Singapore defence minister. 

It is easy to understand his 
concern. If Indonesia Is to be sta- 
ble at home and abroad, the econ- 
omy must be healthy and reform 
and restructuring must begin 
there. At the moment, this is not 
happening. Since Mr Suharto’s 
plan to fix the rupiah through 
the establishment of a rigid cur- 
rency board peg met almost univ- 
ersal international condemna- 
tion. Indonesia has reached an 
impasse in its relations with the 
IMF. 

Last Friday the IMF said it 
wonld withhold the next $3bn 


Peter Montagnon and Sander Thoenes ask whether 
yet another Suharto term is the best recipe for stability 


tranche of its flObn rescue loan 
that was due to be paid over this 
month. In response Mr Suharto 
retorted that the IMF pro- 
gramme, which he hfmopif had 
signed as recently as January, 
ran contrary to Indonesia’s con- 
stitution. 

Bankers say economic manage- 
ment has become virtually para- 
lysed. Since January Mr Suharto 
has sacked the governor of the 
central bank as well as five out of 
its seven directors. The chief of a 
newly created agency designed to 
handle the restructuring of 
Indonesia's ailing hanks has also 
been dismissed. The budget is 
running way off target as food 
subsidies mount Usable foreign 
exchange reserves have fallen to 
critical levels, and the central 
bank is printing money with 
abandon. 

Nor, given the chill la relations 
with the IMF, does there seem 
much immediate chance of get- 
ting the economic reform pro- 
gramme back on track. Mr Ramli 
says the image of Michel Cam- 
dessus. IMF managing director, 
standing tall and haughty with 
arms folded while Mr Suharto 
bent down to sign the latest 
agreement has stuck in people’s 
minds. It has become common to 
compare it with the surrender of 
the Javanese king of Mataram to 
the Dutch in the 17th century. 

Mr Camdessus may not have 
meant to gloat but the oft-played 
television footage has gone down 


badly with the Indonesian estab- 
lishment and Mr Suharto is 
playing skilfully on that to b uild 
anti-western sentiment. 

Yet without the discipline of 
the IMF, nothing is bring done to 
stop the rot in the economy, 
while continuing rumours that 
Mr Suharto may introduce a cur- 
rency board anyway, in the teeth 
of -the Fund’s opposition, make it 
impossible to deal with other 
pressing issues. “The more you 
talk about a board, the more you 
delay the debt restructuring pro- 
gramme,” says Tom loghs of ING 
Barings. 

Mr Suharto’s vice-presidential 

‘Growth is collapsing 
because of 
. incoherent strategy 
on the part of the 
president* 

choice of B. J. Habibie, a German- 
trained engineer with economic 
views diametrically opposed to 
those of the IMF, is seen as a 
further act of defiance of western 
prescriptions. It is mist unlikely 
the new cabinet - to be 
appointed within the next few 
weeks - will consist of officials 
ready to deal with the IMF, says 
Frans Seda, a former finance 
minister and a veteran of 
Indonesia’s last transition 


three decades ago. 

Widely touted for the post of 
finance minister, for example, is 
Fuad Bawazier. a senior official 
from the IGMI Moslem ginger 
group organisation and an eco- 
nomic nationalist who is a close 
friend of the president’s family. 
Economists say that, as in the 
last days of President Ferdinand 
Marcos of the Philippines, access 
to Mr Suharto is becoming 
increasingly restricted, limiting 
the advice he is receiving: 

As the economy deteriorates, 
hardship is increasing. Prices 
rose 12.7 per cent in February 
alone. Chicken rearing; vita] to 
the livelihood of the rural poor, 
has almost ground to a halt 
because farmers can no longer 
afford imported feedgrain. 
“Unemployment will soon hit the 
middle classes as companies lay 
off employees at all levels,” says 
Eros Jarot, a commentator ethi- 
cal of the government. New grad- 
uates win be unable to find jobs, 
families will default on their 
mortgages and civil service sala- 
ries win not increase as fast as 
prices. 

Economists say there is just a 
chance that the ever-wily Mr 
Suharto may conjure some trick 
from his hat to restore the situa- 
tion. Rumours abound that he 
will, for example, introduce capi- 
tal controls and a partially fixed 
exchange rate - possibly backed 
by some of his own extensive for- 
tune as well as that of his chD- 
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Bumpy road 
for Piech 

Volkswagen just can't get die hang 
of Investor relations. A bruising 
encounter between old-school 
Germany and the Anglo-Saxon 
concept of shareholder value led this 
week to the cancellation of half of 
the company's controversial share 
offering and left Ferdinand Piech, 
VWs otherwise Impressive chief 
executive, with a bloody nose. 

it seems that the bankers at 
Dreedner KJeinwort Benson, who 
came up with the idea of the share 

offering, have also come off badly, 
and are not in Pitch's good books. 
DKB is still joint co-ordlnator of 
what's left of the share offering, but 
Deutsche Morgan Grenfell, the other 
co-ondfnator, appears to have taken 
up the running. 

Now that his arm has been twisted 
by the markets, die regal P»Sch has 
begun a charm offensive and is 
dropping Writs about why the 
carmaker needed so much money In 
the first piece- *t's not been a 
convincing performance so far. 
Investors have to make do with the 
dsdosure that VW is quite interested 
in Rolls-Royce and, while It's at It, 
would ftke to make some new luxury 
cars and a few more trucks. 

PiSch wSI also have to put a stop 
to speculation about unrest on the 
management board - there are 
rumours that the chief financial 
officer was kept in the dark about 
the planned capita) increase. 

The worthy engineers from 
Wolfsburg now Insist that they'll be 


! paying more attention to 
shareholders, and w3| even keep 
I them informed about how their 
money Is likely to be used. These 
I culture shifts certainly take time. 

It’s only money 

It took more than a century for the 
price of a seat on the New York 
Stock Exchange to hh Sim: It has 
taken just 11 more years to hit Cm. 

This week’s big buy - the 
exchange never lets on who has 
splashed out on any of its 1,366 
seats - fits in well with the party 
mood around Wall Street With the 
Dow Jones Industrial Average up 8.8 
per cent since the turn of the year, 
the US market has lost most of its 
capacity to surprise on the upside. 

The price of a seat - which 
confers NYSE membership and 
allows its holder to trade shares on 
the floor of the exchange - is 
notoriously volatile and, like any 
stock price, can suggest somethin 
about future expectations. 

The fact that someone is wiifing to 
pest with such a sum seems to bode 
well for Investor sentiment In the 
market, at least In tha short term. But 
the same might have been said at 
previous peaks - the $1m record 
was, after all, set in 1987. And 
Observer seems to recall that there 
was also a substantial surge in NYSE 
seat prices bade in 1929. 

Power failure 

There's an old Portuguese saying 
that “bad winds and bad marriages 
are all that come from Spain”. That 


might strike a chord with Antonio de 
Almeida, who wanted to forge an 
alliance between Bedrid bade de 
Portugal, the power utiBty, and 
Endesa, the powerful Spanish _ . 
electricity group. 

Yesterday he was replaced as EdP 
chairman after less three years at the 
helm. Offering a stake In the 
poultry's biggest quoted company to 
a big, aggressive group across the 
border - particularly one in which the 
Spanish state controls 42 per cent - 
was apparently unacceptable to 
important figures in Portugal's 
soclalst government. 

There is much talk In Lisbon’s 
corridors of power about the need to 
strengthen ties between the Iberian 
economies, but yesterday’s events 
underling that centurtesold 
apprehensions about domination by 
the big country next door survive in 
the shkiy new European stogie 
market 

On the scales 

Roberts Owen is a dab hand at tricky 
negotiations. He wotted wfth Richard 
Holbrooke over the 1995 peace 
accords for Bosnia and was 
arbitrator for toe disputed Bosnian 
town of Brcfco. 

Now he's leaving the tangled net 
of Balkan politics and sailing into 
other troubled waters - he's to be a 
senior negotiator for the US In As 
long and heated barney with Canada 
over the Pacific Salmon Treaty. 

He’ll have to deed with Indian 
tribes, firious fishermen, pofHcaUy 
ambitious provincial governors and 
environmentalists. His experience of 


entrenched bargaining positions and 
sBppery customers shoiid help. 

Fishy solution 

Given hfa troubles at horns, US 
officials want President Bill Ctintan to 
cut a dash on next month’s trip to 
South America. It's a bit of a 
challenge: the second Summit of toe 
Americas in Santiago Is Italy to be 
pretty dun. 

The Secret Service is busily trying 
to scupper a State Department 
wheeze for a photo-opportunity In 
the Brazilian rainforest on the way 
home. The chaps wfth bulging 
jackets cite security and transport 
problems - and ask where they'd put 
the 300-strong media circus. 

No trouble, says one White House 
official sotto voce. There are enough 
piranhas in the Amazon to 
accommodate every 
Lswinsky-vvatchtog hack in the pack- 

Shoe time 

Observer wonders whether US 
basketball star Michael Jordan, 
who’s signed up to Nike, was really 
enhancing the brand at the weekend. 

Since Jordan's Chicago Bufls beat 
New York Knfcks by 102-89 there 
has been much fuss about the age of 
the big man's shoes. He chose a pair 
from 1984 - hfe first year as a league 
Pfeyer. when trainers were still caBed 
sneakers - and played a blinder, 
scoring 42 points. 

If those venerable shoes are really 
that good, maybe 14 years of 
expensive redesigns and upgrades ' 
ware not reefy necessary. 


crisis 

dren - to irate essential imports 
affordable and help companies 
repay their drift 

But he has never used bis own 
money to boy his way out of 
political problems before and the 
r^gnrpg of such a scheme suc- 
ceeding in restoring confidence 
look remote. 

Anyway, even that might not 
be onp u g h “An economic solu- 
tion needs significant political 
reform," says Alexander trwan, 
editor of the Indonesia Economic 
Almanac. "The reason why the 
IMF solution is not working is 
because there is no political 
reform-” Both Thailand and 
South Korea, the two other Asian 
nations under IMF tutelage, 
began to turn round with a 
change of government 

Increasingly, the assumption 
among both businessmen and 
economists is that economic col- 
lapse win provoke such severe 
social unrest that the army, hith- 
erto apparently divided and hesi- 
tant in its response to the crisis 
win be farced to decide where it 
stands. 

Eventually it may have to 
choose whether to fire on demon- 
strators or withdraw support for 
the president If that point Is 
reached Mr Suharto may have to 
step down, says Mr Seda. That 
could mean at least a temporary 
period of open military rule. 

Among analysts outside Indon- 
esia, attention is focusing on 
General Wiranto, the newly pro- 
moted chief of the armed forces, 
who is thought to be capable of 
TT»flinfainiwg order and a reap 

with whom the outside world can 
deal. But thus far he has 
remained scrupulously loyal to 
Mr Suharto. Besides, beyond the 
feet that he has a collection of 
vintage cars and has made concil- 
iatory statements towards Indon- 
esia's minority Chinese popula- 
tion, little is known of his. 
economic views. 

Others in the armed forces are 
also showing signs of restiveness. 
General Prabowo, Mr Suharto's 
son-in-law who is as fiercely 
ambitious as he is able, is also a 
possible contender for power. 
There is thought to be little love 
lost between him and Gen Who 
ante. In any dispute between Mr 
Suharto and Gen Wiranto, Gen 
Prabowo might use the substan- 
tial forces under Iris mmniand in 
s upp or t ctf the president 

Few believe that Mr Suharto 
would consider giving up power 
without a fight. Many of his 
recent decisions - the sudden 
willingness to sign away most of 
his children's privileges in Janu- 
ary’s IMF programme, the back- 
tracking on promises to abolish 
cartels, the appointment of Mr 
Habibie, and this weekend's sud- 
den denunciation ofthe IMF pro- 
gramme - appear capricious and 
driven by short-term manoeu- 
vring. But he is stubborn and 
tenacious and, after three 
decades, he believes it is both his 
right and his responsibility to 
remain in charge. 

Arguably, too, he has not been 
best served by an IMF pro- 
gramme that overlooked a solu- 
tion far the country’s pressing 
private sector debt problems and 
had only vague recommendations 

for refo rming the hflnlrtng sys- 
tem. But if he is to survive, he 
has to discover krid implement a 
workable alternative quickly. 

Most economists reckon Indon- 
esia can Kmp along on its present 
course for only three to six 
months at most, without a com- 
plete social breakdown. Many 
believe the outcome will become 
clearer long before that, possibly 
as soon as the cabinet is 
announced. As Mi- Irwan puts it 
"We will know within a couple of 
weeks which way it’s going to 
go.” 



““ 

100 years ago 


The Chinese Question 
In an article upon toe events In 
the Far East, the semJ-offldaJ . 
“Fremdenbtatt? in Vienna to-day 
says: "The British Ministry regards 
the position of affairs with 
incomparable greater composure 
than pubfle opinion in England. 
The noisy language of toe British 
Press need not be regarded as 
threatening ... In England, 
appreciation of the economic 
value of peace Is so genend that 
even unpleasant incidents which a 
world empire with such wide 
ramifications cannot escape at 
times may on that account atone 
be disregarded.* 

50 years ago 

United Nations Aid 
Washington: The United States 
Senate to-day rejected a proposal 
that foreign relief should be 
administered through the United 
Nations. It subsequently voted to 
eliminate the provisions in toe BN 
permitting the UB. to charter 
ships to participating countries. 
The proposal for administering aid 
through the United Nations was 
defeated by 73 votes to three. It 
was made by Senator Glen Taylor, 
who Is running tor Third Party* 
Vice-President. Opposition to the 
chartering centred on the daim 
that the measure would put 
15,000 American merchant 
teamen out of work and cripple 
toe United States merchant 
marine. 
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Swedish model 


The start of reform is a dangerous time, 
said De TocqueviUe. Admittedly, lie was 
talking about bad governments, not Swed- 
ish Industrial empires. But the point still 
holds. Investor, the investment vehicle far 
the Wallenberg family, has bowed to pres- 
sure to remove some of the more eye- 
popping distortions in the voting power of 
Electrolux shares. Sooner or later, it will 
come under pressure to do the same with 
two other companies in its stable: Erics- 
son and SKF. 

Right now the pressure is muted. After 
all. the Wallenberg grip has not damaged 
the interests of other shareholders, and 
Investor claims with Justification that its 
longterm attitude has generally been ben- 
eficial. Moreover, why should Investor 
give up control of 40 per cent of the Swed- 
ish stock market, a position it has 
achieved with just 6 per cent of the capi- 
tal. when investors ore not demanding it? 

Because, although the system is not 
broken, tt still needs fixing. When perfor- 
mance disappoints, Investor itself admin - 
isters the medicine. But laggards such as 
Electrolux or Saab might have restruc- 
tured sooner had they been exposed to 
more aggressive shareholder activism. 
And just because the Wallenberg family, 
and especially Percy Bamevik. Investor’s 
new chairman, have been enlightened 
owners so far, there is nothing pre- 
ordained in this. The principle of one 
share one vote would be a better guaran- 
tee of performance, hi the end, the andqn 
regime should foil • . 


Electrolux 

B stare price nfatfw to the AfRrwfttiim-SafMKMiK 
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these are critical issues for Indonesia. But 
restoration of confidence will only occur 
when Indonesia shows it is willing prop- 
erly to implement the IMF agreement. 
There is no short cut 
Much Is at stake for the IMF too; its 
credibility will suffer if the prog r a mme 
foils, and tiie regional foU-oot will impede 
its eff ort s In Thailand South Korea. 
But credibility will suffer even mere If the 
OIF la seen to be channelling funds to 
Indonesia for no discernible return. Ulti- 
mately, while the IMF can prescribe and 
cajole, only Indonesia can take the medi- 
cine. If it shows itself unwilling, the IMF 
will have no choice but to withdraw. Pres- 
ident Suharto n eed? t h e IMF more thaw it 
needs faiiia. 


1 


Indonesia 

If the situation was not so serious, 
rumour that President Suharto Is using 
his private wealth to bale out Indonesia 
would be funny. But while the president 
fiddles, Indonesia burns. The second 
restructuring agreement signed with the 
International Monetary Fund back in Jan- 
uary is going the way of the first - death 
by neglect; Instead of implementing the 
accord, the country has wasted time seek- 
ing cheap refuge in a currency board. 

Inactivity is exacting a heavy price. The 
currency has plunged and inflation is 
soaring while trade and debt repayment 
have ground to a halt. With the formality 
of President Suharto’s re-election out of 
the way, it is critical that implementation 
of the IMF p rogr am me starts in earnest 
Resuming trade, rescheduling debt - 


improbably too much to expect 
fo 'biggest carmaker to perform a 


Volkswagen 

It was 
Europe's' 

complete. U-turn for the benefit of its 
sharehtiftox. Gfom the need to save face, 
fhp company's to mtihJ h alf its 

proposed 1 ' share offering is about as good 
as it gets .'This does not mean it is accept- 
able. In ves to rs should still ask why the 
company, needs & capital Increase at alL 
Net cash stands at DM12bn, and the com- 
pany has plenty of capacity to raise debt 
If Vol kswag e n has acquisitions in mind, it 
should argue the case to shareholders. If 
this la compelling ennog h, they will not 
quarrel with a rights issue. The same goes 
for tim company’s ambitious plans to 
boost the number of car models. But 
blank cheques for rainy days set bad 
precedents. 


Failed takeovers 

Collapse rather than consummation has 
been the fate of a surprising number of 
recant giant mergers, from Reed Elsevier/ 
Woltars Klnwer to Glaxo Welle ome/Smith- 
KUne Beecham. Part of this could be mere 
coincidence. Part of it is just a by-product 
of the mergers and acquisitions boom. 
According to Securities Data, the number 
of busted US billion dollar deals has risen 
steadily this decade, but their share of big 
takeovers has remained a fairly constant 
B-12 per cent a year. Yet there may be 
other farces at work too. 

Increasingly active regulators seem to 
be one factor - perhaps starting to bal- 
ance Increasingly active shareholders. 
While the latter are pressing manage- 
ments to explore ever more daring combi- 
nations, in some industries the competi- 
tion authorities clearly think 
consolidation has gone far enough. The 
US government recently blocked two size- 
aide mergers In drugs wholesaling and 
may yet torpedo Lockheed’s takeover of 
Northrop- Meanwhile, Reed and Wolters 
and accountants KPMG and Ernst & 
Young both blamed Brussels for the fail- 
ure of their talks. 

But regulatory interference may also be 
a convenient smokescreen. Wolters felt 
short-changed when it came to its valua- 
tion vis-a-vis Reed, while cultural and 
management differences surfaced between 
the accountants and sank Glaxo Smith. 
Kline. The plain truth is that mergers of 
equals, which all of these claimed to be, 
are extremely tricky to pull off. 

Anglo American/RMB 

Talk about tile old money cosying up to 
the new! It is difficult to think of two 
more culturally different groups within 
South African business than An gi n Amer- 
ican — s tiff, Rn glinh and established — and 
the casual, entrepreneurial and Afrikaans 
Rand Merchant Bank group. Still, all 
credit to such diverse groups for getting 
together. Far RMB it is a dream deal, 
catapulting it in one foil swoop to control 
of the country's largest financial services 
group. Anglo shareholders should also be 
grateful; its financial investments have 
performed dismally in recent years. Now 
at least the assets will be in the hands of 
managers with a much better record of 
delivering value. 
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Europe today 

North-west Europe win turn odder 
as* bend of heavy rain movee 
through the region. The UK wfll 
have strong winds and snow 
ahowen. Rain wffl move into cen- 
tral Europe, end the norther n iber- 
tan peninsula wffl have showers. 
Snow wffl cross Scandlhavfe but 
will turn to rata in Denmark; sooth*- 
em Sweden and Norway. Ea stern 
Europe and the central Mecflter* 
ra n ee n wW see some eun but anew 
w# move into eastern-most areas. 
Thunderstorms and heavy atiowara 
wffl break out a crota the eastern 1 
Mediterranean. 

Five-day forecast 
North-west Europe wffl be cold 
tomorrow wftfi snow showers' or 
sleet Snow wffl spread acros s 
much of eastern Europe bfitfhe-.." 
eastern Medit er r ane a n wbj be'dry __ 
before showers refom W#bi tHe \ 
week. The rest of the 
Mediterranean wffl abo be 

showary. 
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US Congress’s taste for 
‘pork’ adds up to $ 1 3 bn 


By Gerard Baker hi Washington 



In the unlikely event that the United 
States becomes the world’s leading 
producer of edible seaweed, the 
American people will know who to 
thank. 

Last year, Hawaiian Democrat sen- 
ator Daniel Inouye managed to per- 
suade his congressional colleagues 
to part with $127,000 of taxpayers' 
money to fund, research into the cul- 
tivation of the plant in his home 
state. 

Mr Inouye's effort was just one of 
the more outrageous examples 
approved by Congress in 1997 of 
“pork” - the appropriation of large 
sums of money for causes that have 
more to do with the electoral inter- 
ests of members of Congress than 
the Intrinsic value of the projects 
themselves. 

Citizens Against Government 
Waste (telephone number 1-BOO Be 
Angry) yesterday published its 
annual "Pig Book”, a rundown of the 
most dubious spending projects last 
year. 

The good news, according to 
Thomas Schatz, the non-partisan 


pressure group's president, was that, 
for the first time in three years, 
overall pork spending was down 
by 9 per cent on a year earlier to an 
estimated $l3.2bn. 

The bad news was that the lum- 
ber of projects rose sharply - by sou 
to more than 2.100. 

“No matter how you slice It, porK 
Is always on the menu In the hails of 
Congress," he said. 

“Some members of Congress sun- 
ply couldn't resist the lure of easy 
money and putting partisan political 
interest over the best interest of the 
taxpayers.” 

In a graphic illustration that the 
taste for pork knows no partisan 
bounds, the most successful pork 
producer in 1997 was the leader of 
the Senate. Republican Trent Lott, 
who helped direct a remarkable 
$848m to his home state of Missis- 
sippi, for a variety or projects. 
including $720m for the construction 
of a navy ship the Pentagon has 
repeatedly said it does not 
need. 

A f amili ar state was again high in 
the annual pork rankings. Ted Ste- 
vens, a Republican senator from 


Aizcka and coincidentally, chair-, 
min k Qf the Senate Appropriations 
^ Jltpf rweived the “Half Baked 

Seward m B “* h f0r 

Ms efforts to raising ®° re than 
famous successes 
was a $25,000 grant for twearoh mto 
tte possibility of banwsmg energy 
from Aurora Borealis, the North- 

^ome^uses continued 
money from Congress faster than 

received almost $20m fm the_ fond 
year running, even thoughtoe 
organisation has $40m in unspent 

reason far the slight MI to 
the value of pork projects last year 
may have been the threat for toe 
fiJ time, of toe &****. JgJ * 
new law that allows toe president to 
strike out items of spending bills 
without having to veto the whole 

piece of legislation. 

But the threat to the pork produc- 
ers may not be significant for long- 
Las t month a court declared the line- 
item veto unconstitutional. 


Change of government could 
decide Denmark’s role in EU 


By Tim But h Copenhagen 


Danish voters were yesterday told a 
change of government after today's 
parliamentary elections offered the 
best prospect of securing a “yes" 
vote in the forthcoming referendum 
on closer European integration, 

Uffe Ellemann-Jensen, leader of 
Denmark's opposition Liberal party 
and likely prime minister in a new 
centre-right coalition, said such a 
government would be better placed 
than the ruling Social Democrats to 
deliver a clear majority in favour of 
the Amsterdam treaty on closer 
European integration. 

Danes go to toe polls today follow- 
ing toe decision of Foul Nyrup Ras- 
mussen , the prime minister, to call a 
snap election ahead of the EU refer- 
endum in May. 

Although all the mainstream polit- 
ical parties favour closer ties with 
Brussels, Mr Efiemans-Jensen has 
openly courted the support of EU 
enthusiasts by holding out the pros- 
pect of reviewing the country’s opt- 
outs from the Maastricht treaty on 


European economic and monetary 
union. 

The Social Democrats - who have 
campaigned largely on their eco- 
nomic record of low unemployment, 
modest interest rates and solid 
growth - argue that Mr Rasmussen's 
re-election would help secure the 
support of the party's Eurosceptics 
towards the EU treaty. 

So far. the issue of closer Euro- 
pean integration has not figured 
heavily in the three-week election 
Mwnpalgn. 

Yesterday, however, Mr EUemann- 
Jensen raised the Issue at a press 
conference where he said that the 
Social Democrats - even in opposi- 
tion - would he forced to support a 
centre-right campaign in favour of a 
“yes” vote in the referendum. 

“The most Important decision 
regarding the future of Denmark is 
the decision on the Amsterdam 
treaty,” he said. 

“The combination of a new gov- 
ernment working for a 'yes’ and an 
opposition obliged to do the same is 
the best guarantee of success." 


Recent opinion polls have shown 
that about 45 per cent of voters sup- 
port the treaty, with 26 per cent 
against. 

As foreign minister in the last con- 
servative-led coalition, Mr Ellemann- 
Jensen led the 1992 referendum cam- 
paign in favour of the Maastricht 
treaty, with opt-outs covering partic- 
ipation in the single currency and 
security issues. Danish voter s 
rejected it then, only to support it in 
a 2993 vote after Mr Rasmussen took 
office. 

In the past month, he has argued 
that Denmark should abandon those 
opt-outs in the future, although he 
has admitted that public scepticism 
precluded further referendums on 
the issue. 

Niels Helveg Petersen, the current 
foreign minister, yesterday warned 
that attempts to win support in 
favour of toe single currency would 
be rejected by voters, at least until 
toe euro became a reality and was 
seen to work. 

Centra holds key, Page 2 
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Axles on Wr vehicles can have a rou^i life - and a shortened one too, il lubricating oil leaks or becomes 
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Estonia rides a rollercoaster 

Estonian investors have stoically endured a flighty 
domestic stock maritet in the past four months, after 

cheap foreign loans and faffing interest rates pushed 
T^®j nctex up by 184 per cent in the first nine 
months of 1997. When Estonia's central bankers put 
en end to the profligate lencfing of the country’s com- 
metdal bankers by raising capital adequacy require- 
ments, the resulting liquidity crisis nurrmrl the index 
to lose 40 per cent of its value. Page 36 

Pulp friction hits North America 

Bowateds C$3.5bn (US$2.48bn) takeover offer for 
Canada’s Avenor this week was the latest consolida- 
tion move by North American pulp and paper produc- 
ers. who hope to improve economies of scale, cut 
distribution costs and regulate output They face 
growing competition from tow cost southern hemi- 
sphere producers and European companies strength- 
ened by mergers and acquisitions. Page 22 

EDI moves on to the fast track 

braeft-besed equipment manufacturer EC! Telecom is 
among companies poised to take advantage of the 
opening of the European telecommunications market 
to fun competition. Although dwarfed by competitors 
such as Atoatel, Siemens and Mitsubishi, the com- 
pany says its size could bee strategic advantage, 
enabfing it to be faster-moving and more aggressive. 
Page 22 

Tortilla makers struggle for profit 

Tortillas are a staple of the Mexican diet, with millions 
produced every day. But these com pancakes come 
from the most strictly controlled private industry In 
Mexico. Prices, fixed by the government, have for 
years- Jagged behind spiralling costs. Price controls on 
ad other foods were lifted recently, but In spite of a 
16 per cent price rise last month, the government 
says tortilla prices win not be liberalised. Page 26 

Tokyo awaits breath of fresh air 

The Tokyo stock market was becalmed as Investors 
awaited news of government plans to help the econ- 
omy. Jakarta dosed lower on concerns over the 
International Monetary Fund’s delay in -the cfisburse- 
ment of the second tranche of the $40bn rescue 
package. However, Seoul was sharply higher on a 
revival of foreign demand after Monday's downward 
correction. Page 36 

VW rights issue boosts Dax 

The strong dollar and early strength on Wail -Street 
sent Frankfurt to another record dose. Volkswagen 
rocketed DM83 to DM1,345 after announcing that 
while It would relaunch its rights issues, suspended 
last October - it would only seek to raise DM1 50m 
(S84.2m), half the size originally planned. Stockholm 
closed at a record high thanks to stren gt h In banks 
and forestry shares. Page 36 

Euro conversions made easy 

Euroclear, the Brussels-based clearing bank, has 
launched the so-called “sEMUIator*. a computer tool 
simulating ttie conversion of securities into euros, the 
planned. European single currency. The programme 
allows Investors to estimate the impact that economic 
and monetary union is IBwiy to have on their invest- 
ments. Page 24 . .. 
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RMBH, Anglo in financial services deal 

Merger expected to create largest company on Johannesburg exchange 


By Victor Maflet in Johannesburg 


South Africa’s Anglo 
American conglomerate and 
RMB Holdings yesterday 
announced a merger of their 
fin a nci al services interests. 

The new group, as yet 
unnamed, is expected to be the 
largest company on the Johan- 
nesburg Stock Exchange, with 
a market capitalisation of 
about R59bn ($li.9bn) and 
total assets of R250bn. 

If approved, the merger win 
com e into effect on April l 
T he deal is driven by the 
n eed to compete in a sector 


where the boundaries between 
different financial services 
have become increasingly 
blurred in global markets. 

There will also be significant 
cost savings as operations are 
rationalised and staff reduced. 

From the Anglo stable, the 
new group - known as Newco 
- will include First National 
Bank and The Southern Life 
Association. These will be 
delisted and their cross-share* 
holdings eliminated. From 
RMBH, it will have Momentum 


Life and Rand Merchant Bank. 
It will wholly own most of its 
subsidiaries and be largely 
unfettered by minority share- 
holders. 

Anglo and RMBH will each 
hold 24 per cent of the merged 
group, but the deal is seen as 
victory for the energetic mer- 
chant bankers at RMBH over 
the more staid executives in 
the old Anglo subsidiaries. 

RMBH’s Laurie Dippenaar 
will he chief executive and 
RMBH will provide a majority 


of the new executive commit- 
tee. Speaking of his company's 
entrepreneurial philosophy, he 
said he hoped that “through a 
process of osmosis this will fil- 
ter through the entire group**. 

However. Anglo strongly 
denied suggestions that it may 
eventually “unbundle” its 
financial services interests. 
Rupert Pardoe, finance direc- 
tor, said financial services 
been viewed as core since 
Anglo had set up the country's 
first merchant bank in 1955. 


and would continue to be an 
important part of its business. 

The deal will be done 
through RMBH’s Momentum 
subsidiary, which will 
exchange 675 of its shares for 
every 100 FNB or Southern 
shares held. Momentum is 
raising RS.lbn and RMBH 
R1.7bn through rights issues. 

Momentum and RMBH 
shareholders are calculated to 
benefit from an increase in 
eflrnfngK per share of 171 per 
cent and 96 per cent respec- 


tively as a result of the 
merger, while the effects on 

FNB and Southern sharehold- 
ers are broadly neutral. 

The new company’s pre- 
dicted market capitalisation is 
based on a price of R1CX90 per 
share. 

Momentum and Southern 
will merge their businesses to 
form a single life assurance 
group, although the partners 
expect to keep well-known 
brand names and pursue what 
Mr Dippenaar called “a multi- 
brand strategy”. 
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Shareholders prepare to vote 
on WorldCom and MCI deal 


EdP chairman 
replaced in row 



MCI chairman Bert Roberts, left, and WorldCom president and chief executive Bernard Ebbers. Picture: AP 


Antitrust officials 
probe effect of 
link on internet 

By Richard Waters in Near York 


Shareholders of WorldCom and 
MCI Communications are due 
to vote today on the biggest 
corporate takeover ever 
attempted, amid growing signs 
of official concern over the 
impact the combination would 
have on the development of 
the internet 

At the request of the US Jus- 
tice Department, rival carriers 
have conducted a one-week 
surv ey of traffic cm thp inter- 
net to examine the effect of the 
merger on competition. 

That study, completed on 
Sunday,- follows similar expres- 
sions of concern from the 
European Union antitrust 
authorities, which last week 
deepened their own inquiry 
into Worl d Coro/M CT s potential 
' dominance of the Internet. 

According to GTE. one of the 
largest internet carriers. Initial 
indications from the test put 
the two companies’ share of 
internet activity in the US at 
between 45 and 60 per cent, 
though others said they were 
unable to confirm the figures. 

A large market share would 
tilt the balance of power 
between the handful of compa- 
nies whose networks act as the 
backbone of the internet oppo- 
nents argue. This would drive 
up prices and give the merged 
company control over the 
internet’s infrastructure. 

WorldCom and MCI refused 
to comment yesterday on the 
Justice Department's investi- 
gation. or their share of the 
data carried over the internet 
However, an MCI spokesman 


claimpd that the true measure 
of their influence was reflected 
in the portion of internet reve- 
nues earned by the two, a fig- 
ure that the companies put at 
only 20 per cent. 

MCI disputed a study pro- 
duced yesterday by the Eco- 
nomic Policy Institute, a liber- 
al-leaning Washington 
think-tank, that put the share 
of revenues at 60 per cent. 

The Justice Department's 
study could also provide an 
important test of the merger’s 
effects on internet competition 
in Europe, since more than 
two-thirds of European traffic 
eventually finds its way to the 
US. according to David Eisen- 


berg, an attorney at Sprint, 
another big carrier. 

The growing concern over 
internet policy is not expected 
to defied shareholders in the 
two companies as they vote on 
the $37bn combination today. 
The all-stock acquisition 
appeared to be heading into 
difficulty late last year when 
US share prices wobbled in the 
face of instability in- Asia, 
potentially eating into the 
value of the offer to MCI share- 
holders. However, WorldCom's 
shares have rebounded on 
Wall Street's rally this year. 
They were trading yesterday 
morning at $37“, well above 
the $29 floor at which World- 


Com has guaranteed the value 
of its offer. 

Despite the claims from 
rivals that the acquisition will 
be anticompetitive, and the 
antagonism, of the Communi- 
cations Workers of America 
and the Consumers Union, nei- 
ther of today's shareholder 
meetings is expected to attract 
much opposition. The MCI 
meeting is to be held in iso- 
lated South Sioux City, 
Nebraska, close to a site 
employing 2,000 of its workers, 
while WorldCom shareholders 
will meet In Jackson, Missis- 
sippi, where Bernard Ebbers, 
chief executive, has become a 
local folk hero. 


over strategy 

Move follows differences on 
partner for Portuguese utility 


By Peter Wise in tisfxxr 


The Portuguese government 
has replaced the rfriairman of 
Electriddade de Portugal, the 
national power utility and the 
country’s largest listed com- 
pany, following differences 
over the choice of interna- 
tional partners. 

Antdnio de Almeida, who 
was appointed after the Social- 
ist government came to office 
in November 1985, is to hand 
over to Mario Cristina de 
Sousa, a board member of Cim- 
por, Portugal’s biggest cement 
producer. 

The move is seen as a deci- 
sion by the government 
against choosing Endesa, 
Spain's biggest electricity com- 
pany, as EdP’s strategic for- 
eign partner, an option under- 
stood to have been defended 
by Mr de Almeida. 

Instead, the government is 
expected to select RWE, a Ger- 
man power group, and Iber- 
drola. a smaller Spanish power 
utility, as strategic sharehold- 
ers. Portugal is negotiating the 
sale of <L5 per cent of EdP’s 
capital to foreign partners. 

The decision appears to 
reflect apprehension by the 
Portuguese government over 
allying EdP to a much bigger 
.inH expansive group such as 
Endesa, in which the Spanish 
state has a 42 per emit stake. 

“There is clearly a fear in 
government that once Endesa 
had a foothold in EdP it could 


begin to enlarge its stake and 
eventually assume a dominant 
position in the group,” said a 
Lisbon analyst 

Mr de Almeida's preference 
for Endesa is attributed to a 
wish to form an alliance that 
would help both groups to 
expand In overseas markets, 
particularly in Latin America. 

EdP and Endesa have 
already co-operated in the pur- 
chase of a controlling stake in 
Companhia de Electricidade de 
Rio de Janeiro, a Brazilian 
electricity distribution com- 
pany. in which EdP holds 21 
per cent 

The Portuguese government 
is believed to favour RWE as a 
less aggressively expansive 
partner for EdP. The German 
group is expected to acquire 3 
per cent of EdP, worth about 
Es72bn ($385m). 

Iberdrola is expected to 
acquire up to 1.6 per cent of 
EdP. Union Fenosa, another 
Spanish power group, is also 
in fatfrg over a partnership. 

Both companies are seen as 
a "better fit” for EdP as they 
operate in areas bordering on 
Portugal and are less threaten- 
ing in terms of their size and 
shareholders, which are widely 
dispersed. . 

Portugal also plans to sell up 
to 14.5 per cent of EdP in a 
global offering this year, fol- 
lowing an initial public offer of 
30 per cent last June. 
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BARRY 


Safer to 


There's no place quite like 
home - for American 
investors, anyway. US pension 
plan sponsors, in particular, 
are wondering about the value 
of their International 
strategies as the short-term 
opportunity costs of their 
foreign exposure mount up. 

Their recent experiences 
present a Wnri of distorted 
mir ror image of the travails of 
the UK pension fluids which I 
have recently descri bed. UK 
pension funds have suffered 
poor relative performance 
overseas because of their 
remarkable underexposure to 
the booming US equity 

market American funds, 
meanwhile, find that the Wall 
Street boom makes them only 
more acutely aware of the poor 
absolute returns on foreign 
equities. 

Has geographical 
diversification failed them? 
Most US pension plans give 
their global managers EAFE 
mandates. That is, they are 

benchmarked against the 
Europe, Australia and Far 
East Index, a sub-group of the 
Morgan Stanley Capital 
International World Index 
series. It currently represents 
48 per cent of global market 
capitalisation. 

SAFE performed well in the 
2380 s, but it has proved a big, 
big disappointment in the 
1990s. That should not be too 
surprising, because this index 
started the year 1990 with a 
weighting of more than 60 per 
cent in Japan (now just 25 per 
cent, not far ahead of the UK’s 
22 per cent). 

It is also partly a currency 
story: the US dollar was weak 


RILEY 

stay at home 


In the late 1980s, but its recent 
strength has turned 
investment outside the US into 
an uphill struggle. The 
overriding factor, however, has 
been Wall Street's sheer 
strength in the l990s as 
corporate America has 
reinvented itself. 

During the past eight years 
MSCTs US country index has 
generated an annualised total 
return of I7J2 per cent whereas 
EAFE’s return has been only 
3.6 per cent. Plan sponsors 
have been sold the attractions 
of geographical diversification 
bpawi on efficient frontier-type 
volatility and return analysis. 
But the persistent disparity of 
returns has tested their 
stamina, especially as the 
Asian emerging markets have 
just gone through one of their 
occasional collapses (although 
their weighting in the EAFE 
index is quite small , and many 
pension funds have separate 
allocations to emerging 
markets). 

Anyway, Japan excepted, 
the increasing role of 
cross-border investment flows 
is cggimg doubt on the 
assumptions of low correlation 
which underpin the 
diversification models. US 
pension plans are faced with 
three choices. Should they 
stick with the EAFE 
benchmark, reckoning by 
Implication that Japan will 
stage a comeback? 

The contrarian approach is: 
don't kick a benchmark when 
it's down; rather, phase It out 
when it’s booming. But 
contrarian investors have had 
a very tough time lately. 

It has paid to run the winners 


_ and cut the losers. 
Alternatively, plan sponsors 
could decide to reduce 
international equity 
allocations, assuming perhaps 
that US multinationals can 
give them global exposure 
without the hazards of poor 
reportin g and corporate 
governance they may 
encounter around the 
world. 

Third, they could customise 
the benchmark, focusing on 
the restructuring story in 
Europe, which anyway now 
accounts for 68 per cent of the 
EAFE Index. Compared with 
minus 7.2 per cent for Japan, 
Europe has achieved an 
average annualised dollar 
return of 12.6 per cent in the 
1990s (and, picking up speed, of 
19.7 per cent over the past five 
yeans). 

At least global fund 
managers, by buying 
exporters’ stocks and 
shunning finan cials, have been 
able to outpace the Tokyo 
index during the past year or 
two. sometimes markedly so. 
But the index itself has 
performed dreadfully, losing 
about 44 per cent aga i ns t Wall 
Street an a relative basis over 
the past 12 months. This 
threatens to take 
non-correlation a step too far. 

Meanwhile. US pension 
plans have wandered some 
way along what might be 
called the inefficient frontier, 
where increased risk is 
associated with a lower return. 

Back home, they may 
reason, the risks cannot be 
high if the market is robust 
against profit warnings from 
the litres of Intel and Compaq. 
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IPC Magazines Group PLC 

£400,000,000 

Term Loans 


£120.000,000 

9X9fa Senior Mam due 2008 

£25,000,000 

Revolving Credit Facility 


£60,000,000 

10X% Senior Dacoonx Notes due 2008 

Arranger and Sradkaooo Agem 


Sole Manager 


‘Twas the night before Christmas. . . 


...when ail through the house, not a creature was stirring.' 
But at Goldman Sachs a team of dedicated professionals 
was busy working on Cinven’s Christmas Eve request for 
folly committed financing to be completed in just 1 2. 
days. Our distribution strength in European bank and 
high yield debt enabled us to commit to the entire £605 
million before the required deadline. You see, Santa’s 
elves aren't the only ones working on Christmas Eve. 
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Minority investor in Russian, oil group claims deal involves abuse of shareholder rights 


Row erupts over $500m loan to Yukos 


NF.W S digest 


general* DES ..EWW 


By Tracy Contgan ta New York 
and CtoynUa Freeland 


In Moscow 


A controversy over a $S00m 
loan to Yukos. the Russian 
oil company, bas erupted 
after a minority shareholder 
criticised Goldman Sachs, 
the arranger, over the terms 
Of the deal, alleging they 
involved an abuse of share- 
holder rights. 

In two letters to Goldman, 
the investor, who holds 
shares in Samara, a subsid- 


iary of Yukos, argued that 
the use of Samara to guaran- 
tee the loan and the claim on 
the subsidiary's revenues by 
the parent company were 
improper. 

"In our view, Yukos is ille- 
gally looting its partially 
owned subsidiaries,'’ said 
Michael Hunter of Arrow- 
head Enterprises, the invest- 
ment company in which 
Kenneth Dart, a US industri- 
alist, is a principal share- 
holder. ■ 

"Through this loan guar- 


antee, which we regard as 
illegal and unethical, Yukos 
is apparently trying to 
manipulate its lenders In 
order to commit still more 
looting. If the lenders accept 
misappropriated money 
under illegal security 
arrangements in repayment 
of the loan, they could be 
subject to demands for resti- 
tutions from minority share- 
holders in the subsidiaries, 
who are the victims of. the 
looting,” he said. 

After criticism from some 


minority shareholders 
prompted an investigation, 
Yukos was recently repri- 
manded by Russia's Federal 
Securities Commission over 
corporate governance Issues 
relating to its production 
subsidiaries, but the FSC has 
said it was pleased with 
Yukos’ assurances about 
future practice. 

The letter to Goldman, 

referring to the alleged mis- 
appropriation of revenues 
from subsidiaries, stated: 
“In our view, Yukos 's finan- 


cial statements In substance 
acknowledge that such mis- 
appropriation bas occured." 

"All these allegations are 
garbage," retorted Eugene 
Shvidler, finance director of 
Yuksi, the holding company 
for Yukos. "[The Dart group! 
say s it will take everyone to 
court for everything, i think 
this is purely psychological 
pressure" 

According to some observ- 
ers. the loan ran into trouble 
as a result of the contro- 
versy. Interest on the loan, 


Electrolux vote reform puts 
Swedish equality to the test 


The question now is whether the country’s dual share system is 
ripe for wider change, writes Greg Mclvor 


E lectrolux’s decision to 
bow to pressure from 
investors and boost 
minority shareholders' vot- 
ing rights raises intriguing 
questions about the future of 
Sweden’s "dual share" sys- 
tem and its use by the Wal- 
lenberg business empire. 

The distinction between A 
and B shares, with voting 
power heavily weighted in 
favour of the former, enables 
large investors such as the 
Wallenberg family to control 
companies with only a small 
equity commitment. 

Devised early this century 
to prevent iron ore interests 
from falling into foreign 
bands, dual share structures 
are designed to shield 
against hostile takeovers 
and are said to encourage 
stable ownership. 

Dual stock classes are 
today employed by a major- 
ity of groups on the Stock- 
holm stock exchange's 
A list. Foremost among 
beneficiaries are the Wallen- 
bergs. 

Through often relatively 
smaiT capital holding s, Wal- 
lenberg Interests own con- 
trolling stakes in companies 
accounting for 43 per cent of 
the Swedish stock market. 

Nowhere is this more 
apparent than at Electrolux. 


ING in 
German 
banking 
purchase 


By Andrew Fisher in Frankfurt 


ING, the Dutch banking, 
insurance and asset, manage- 
ment group, is extending its 
reach in European markets 
with the DM270m (*l47.8m) 
cash purchase of a 49 per 
cent stake in Allgemeine 
Deutsche Direktbank, a lead- 
ing German direct bank. 

The deal is a further step 
in the shake-up of the frag- 
mented German banking sec- 
tor. There has been wide- 
spread speculation about 
further moves as banks 
strive to cut costs and 
Improve market penetration 
ahead of the European single 
currency. 

ING said it had agreed to 
buy the shares in the Ger- 
man direct bank from 
BGAG, an organisation 
which manages the invest- 
ments of a number of Ger- 
man trade unions. BGAG 
will keep 51 pear cent 

The Dutch bank said the 
deal - its first in the German 
retail sector - was part of its 
aim of strengthening Its 
position in Europe in several 
important sectors, including 
direct banking. ING Is 
already involved In this field 
through ING Direct in Can- 
ada and Postbank in the 
Netherlands. 

It said its experience and 
financial strength would 
enable Direktbank to build 
on its leading position in 
Germany. The German bank 

- set up in 1965. when its 
business was mostly by mail 

- has total assets of 
DM6.i4bn and last year lifted 
pre-tax profits 21 per cent to 
DMfiOm. Its products include 
funds transfer, savings and 
loans, mortgages, invest- 
ment funds, securities and 
insurance. 

The direct hanking sector 
bas become more crowded in 
Germany as big banks have 
evened new subsidiaries to 
enable clients to bank by 
telephone, fax or computer. 
Citibank of the US was an 
early entrant into German 
direct banking. * 

ING said Allgemeine Deut- 
sche Direktbank would keep 
its name. The Dutch bank 
said it was happy with a 49 
per cent stake, though it pre- 
ferred majority holdings. 
BGAG, however, wanted to 
retain a slight majority. 


where two Wallenberg-con- 
trolled companies - Investor 
and Incentive - control 93.6 
per cent of the votes with 
just 3£ per cent of the capi- 
tal. 

The disparity stems from 
each Electrolux B share com- 
manding a mare 1/1000 of a 
vote. Since 1944, companies 
are prohibited from issuing 
shares with such low voting 
rights, and standard practice 
today is for B-shares to carry 
1/10 of a vote. 

Investor yesterday was coy 
about whether it had taken 
the lead in ending the anom- 
aly at Electrolux. Analysts, 
nevertheless, saw it as a log- 
ical step In the drive by 
Percy Bamevik. Investor 
chairman, to promote share- 
holder value throughout the 
group’s portfolio. 

The question now is 
whether it presages a wider 
shake-up of the dual share 
system 

Investor, which has long 
insisted most investors do 
not oppose the A/B distinc- 
tion, is likely to wait before 
embarking an any plan to 
upgrade B shares at Ericsson 
and SKF - the only two 
Swedish groups which still 
retain 1/1000 voting rights 
for B shares. 

A senior Investor execu- 


tive said^ criticism by big 
international institutions of 
the imbalance at Electrolux 
did not extend to Ericsson 
and SKF, where Wallenberg 
Influence Is offset by other 
large Swedish investment 
“spheres". 

In Ericsson's case, Inves- 
tor controls 22JZ per cent of 
the votes with 2-8 per cent of 
the equity but is only the 
second-largest shareholder 
behind Industrivfirden, the 
Swedish investment group, 
which bas a 42,7 per cent 
voting stake. 

At SKF, Investor’s 
votesiequlty ratio is 30.3 per 
cent versus 13.2 per cent. 
Here, too, a rival investment 
group holds a large stake. 



B engt Ryden. president of 
the Stockholm stock 
exchange, predicted 
institutional investors would 
be happy to sit back while 
companies were producing 
good returns. 

Ultimately, though. Erics- 
son and SKF may find them- 
selves under similar pres- 
sures to Electrolux. 

"There is a long-term 
trend towards equalising 
share classes, not just in 
Sweden but across Europe," 
said one UK-based Scandina- 
via specialist 


Former Electrolux chairman Anders Scharp 


Whether this will spread 
to a more fundamental 
review of the A and B share 
system is more doubtful. The 
European Commission a few 
years ago voiced reserva- 
tions about the distort! ve 
effect of dual share struc- 
tures on corporate gover- 
nance, but there is little sign 
that Brussels is preparing to 
take the matter further. 

Per AfreH, head of Nordic 
equity research at SBC War- 
burg Dillon Read in Stock- 


holm, said any move to 
unravel the A/B share dis- 
tinction would "radically 
alter the entire power struc- 
ture of the Swedish market”. 

“That is not on, because if 
you look across Europe you 
find an endless variety of 
measures to shield power 
from market forces. The A 
and B distinction is pretty 
transparent, it is known to 
investors and it does not 
make companies immune to 
shareholder pressure.” 


Profits rise buoys VW shares 


By Graham Bowtey is Frankfurt 


Shares in Volkswagen, the 
German carmaker, rose 6 per 
cent yesterday after the com- 
pany said group net profit 
doubled last year and inves- 
tors expressed approval at 
the cancellation of half of 
the company’s controversial 
DM6tm ($3.3bn) share offer- 
ing. 

VW said net profit 
increased to DML36bn last 
year, up from DM678m in 
1996. 

Sales rose 13 per cent to 
DMu&Zbn. 

However, analysts warned 
that the figures, which were 
in line with expectations, 
gave little information about 
VW’s underlying earnings 
last year since it was 
unclear how much the car- 
maker had put aside for pro- 
visions. 

Analysts said shares were 


Volkswagen 

Share price (D-Mario] 



buoyed by shareholders’ 
relief that VW bad opted on 
Monday to abandon plans 
for an offering of 3m shares 
to new investors which 
could have raised more than 
DMSbn. 

The carmaker said on 
Monday it would continue 


with only half of the origi- 
nally planned capital 
increase - a rights Issue 
to existing shareholders 
that could raise about 
DM3.03bn. 

VW was forced to postpone 
plans late last year for the 
larger DM6bn capital 
increase after VW shares 
dropped sharply. The shares 
were caught In wider turbu- 
lence linked to the crisis in 
Asian markets, but Investors 
also withdrew support over 
fears that their VW holdings 
would be diluted. 

Shareholders were also 
outraged that VW refused to 
give details about what it 
planned to do with the new 
funds. 

Analysts said that Inves- 
tors were now pleased the 
carmaker had scaled back 
the capital increase, while a 
sharp recovery in the VW 
share price since the begin- 


ning of this year meant VW 
was able to go ahead with at 
least part of the capital 
increase. 

This leaves both company 
and investors feeling that 
they have got some of what 
they were seeking,” said 
John Lawson, car industry 
analyst at Salomon Smith 
Barney in London. 

VW said yesterday that it 
intended to place greater 
emphasis on shareholder 
value in the future. VW 
shares rose DM83 to close at 
DM1.345 in Frankfurt 

The company proposed to 
pay a dividend of DM12 
for ordinary shares and 
DM13 for every preference 
share. 

VW said the subscription 
period for the rights issue 
would run from March 25 to 
April 7. 
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Creditanstalt 


delays disposal 


Ahold offering 
to raise FI 2bn 


By Eric Frey 
in Vienna 


Creditanstalt, the Austrian 
bank, yesterday postponed 
its decision to sell its 67 per 
cent stake in the Steyr-Daim- 
ler-Puch vehicle group to 
Magna International to 
study a last-minute rival 
bid by a German investor 
group. 

Gerhard Randa, chairman 
of Bank Austria, 
Creditanstalt's parent bank, 
said that the supervisory 
board needed mare time to 
study the plans of 
GSM-Industriebeteiligungs, 
which on Monday offered to 
buy a 67 per cent stake in 
Steyr for Sch5^5bn (S40&4mj 
in cash. 

Magna, which Is controlled 
by Frank Stronach, the Aus- 
tro- Canadian businessman, 
offered only around SdOSbn 
in a combined cash-equity 
offer for Steyr and Creditan- 
stalt’s 50 per cent stake in 
Steyr Fahrzeugtechnth, 
which makes car assembles 
for Chrysler. 

Magna had made an offer 
in January and expected to 
clinch the deal yesterday. 
The company said It 
was disappointed by 
Creditanstalt's decision, but 
it still extended Its offer 
until March 24. White 
Magna's bid is legally 


binding, the other offers are 
act 

Beside the GSM group - 
which includes several 
prominent businessmen - an 
investor group formed 
around Hannes Androsch, 
the former Austrian finance 
minister, and the Swiss 
Toyota-Frey group, a leading 
car Importer and retailer 
also indicated interest in 
Steyr and all said that they 
would pay more than 
Magna. 

By delaying a decision, 
Creditanstalt reacted to 
growing criticism over the 
planned sale of Steyr to 
Mr Stronach. who moved 
his European headquarters 
to Vienna in the early 
1990s and made several high- 
profile investments ta Aus- 
tria. 

Magna’s offer of SCh365 a 
Steyr share was dose to the 
market price at the time and 
was only one- third in cash. 
Its value shrank in recent 
weeks because of a drop in 
Magna’s share price. 

The new bids seem to con* | 
firm the view that Magna's 
l»d was too low. 

Magna is stiff favourite :to j 
win Steyr, but it might have ■ 
to sweeten its Sch365 a share I 
offer, or at least give a guar- 
antee against a further fall 
tn the value of Magria’s 
share price. 


By Gordon Crarab in Zsandam 


j Ahold, the Dutch 
supermarkets group, is to 
raise nearly F12bn ($97lm) 
through a global share offer- 
ing to fund small to medium- 
sized acquisitions In the 
Americas and elsewhere. 

It also said yesterday it 
was scouring the US for a 
chain to acquire. Previously 
Ahold, which operates there 
chiefly in north-eastern 
states, had said it would go 
no further west than Chi- 
cago. . 

Rob Zwarteodtfk, director 
responsible for US 
operations, said the com- 
pany was "defining a differ- 
ent h unting ground”. 

Analysts have for some 
time been expecting a big US 
deal, and the decision to cast 
more widely reflects the lack 
of suitable candidates in a 
food retailing market which 
is still fragmented compared 
with that in its Europe coun- 
terpart 

Developments in . technol- 
ogy made it less important 
that a new chain should be 
dose to regions the group 
already served, Mr Zwarien- 
dtfksaid. 

But proximity stiff had its 
advantages in sourcing and 
shipping own-label products, 
he acknowledged, adding: 
"We might have to look at a 


different distribution net- 
work." 

In mid-1996 Ahold paid 
$3bn for Stop & Shop, which 
is based in Massachusetts. It 
added this to outlets such as 
Tops, under which name it is 
expanding in markets 
including Asia. 

Net profits last year 
jumped 48 per .cent to 
FI 933.810. reflecting a first 
full contribution from Stop 
& Shop as well as a stronger 
dollar. 

Sales grew 38 per cent to 
FI 50.6bn. with the US contri- 
buting just over 55 per cent 
of the total. 

The share issue will 
finance its FI 865m Invest- 
ment In Disco, an Argentine 
chain. The rest will be put 
towards similar purchases. 

Some 30m new shares are 
on offer this month through 
ABN Amro Rothschild and 
Goldman Sachs, joint co-or- 
dictators and bookrunners, 
with an option to add 
another A5m. 

The new shares will qual- 
ify for Ahold's final 1997 div- 
idend of 52 cents a share. 
That brings the total payout 
for the year to 73 cents, up 
from 5b cents, and is drawn 
from earnings per shore of 
FI 1.77 against FI 1,41. 

In Amsterdam yesterday 
Ahold shares fell FI 1.30 to 
FI 62.80. 


signed in December, was 
originally set at 295 basis 
points above Libor, hut this 
margin was raised to 500 
basis points, and the deal, 
arranged by Goldman. Mer- 
rill Lynch and Credit Lyon- 
nais. has taken an unusually 
long time to syndicate. The 
loan closed recently. 

"I think the market has 
become more difficult," said 
Mr Shvidler of Yuksi. But he 
added: "1 would not say that 
the terms of the loan have 
become that much worse." 


Messier announces sale 
of Electrafina stake 

. « Crtjv. the Fran 


EU details 
block on 
publishers 9 


- - t_i— la Has Eaux, the French 
jean-Mans Mesaief.ch^^J ^ environmental services group, 
communication* IntenasJ ln Bectraflna of Bel- 
ls planning w*J reasonable for his group to 

glum. Mr ^ one of its main competitors, 

remain an Indirect -—trailed by Belgian financier 

Electrafina. a holding Lyonnaise dee Eaux. 

Albert Frere. owns 11 .5 per cem 

an0tfRr S chaman made dear thet the dis- 

But the Gendrale doe »ux staK0 ^ made in a co-or- 
posal of the group s 25 per abruptly.' SpeeWng ahead of 

dinatad and triandl, ^ ^ 

this week's ^ n ™ r ^™?" a 5fjmpany. Mr Messier Indicated 

oIHmSs 20 pw cant tiding in Aucfoflna, 
that the future of Havas s __ . dear-cut ■ 

another part of the Frere e^P^e, ^ ake ^ CLT-UFA, 

He said that If Mr Frere ^ company, Havas had a right 

Europe's largest thSwould have an Impor- 

of pre-emption until 20M. He Audio** stake, 

tant Influence on any eventual decision 
David Owen, Paris 


merger 


CHEMICALS 


By Emma Tucker in Brussels Bayer lifted by 7.9% 


The European Commission 
yesterday revealed the full 
extent of its concerns about 
the planned $33Abn merger 
of publishers Wolters Klu- 
wer and Reed Elsevier which 
collapsed earlier this week 
in the face of Brussels' objec- 
tions. 

The competition authority 
said the merger - which 
would have created the 
world’s largest specialist 
publishing company - would 
have given the companies a 
dominant position in the 
academic publishing market 

In the Netherlands, the 
UK. France and Italy it 
would have squeezed compe- 
tition among professional 
law and tax publications, 
and in the UK it would have 
led to dominance ln the mar- 
ket for primary and second- 
ary school books. 

Brussels also had concerns 
about the market for Dutch 
dictionaries and the Euro- 
pean market for databases 
providing hotel and travel 
pricing and other informa- 
tion. 

The two companies said 
the merger had foundered 
after the Commission made 
it clear that as a result of 
these competition concerns, 
they would be required to 
sell a range of specialist pub- 
lishing operations, in order 
to win regulatory clearance. 

This is the second pro- 
posed merger since the 
beginning of the year to 
have collapsed ta the face of 
tough regulatory hurdles 
from Brussels. KPMG and 
Ernst & Young, the accoun- 
tancy firms, last month 
abandoned plans for a 
merger, worried about the 
likely regulatory demands it 
would face. 

The Commission, Which 
must vet all big EU mergers 
that affect cross-border com- 
petition, can either block 
deals or demand structural 
changes in return for clear- 
ance. 

Some antitrust lawyers 
have suggested that over the 
past year - particularly fol- 
lowing a successful bid to 
alter the terms of the merger 
between Boeing and McDon- 
nell Douglas of the US - the 
competition body bas grown 
in confidence and is more 
willing to stick its neck out 
on controversial mergers. 


three chemical and drug concerns, said operating profit rose 20.4 
It proposed to raise its Mend to 

DM1.90 per share. Analysts said the 

with expectations. Bayer shares closed do*"** un 

DM81.65. The parent company made a ^ 0M1,Sb * w 

7.1 per cent. Sales rose 2.8 per cent to DM18.7bn. 

Graham Bowtey, Frankfurt 


TELECOMMUNICATIONS 


KPN outlines values in split 


A preliminary indication of 1997 results from KPN yesterday shed 
light on the value of its posts and telecoms businesses, ahead of 
a split planned by the Dutch utility. KPN said its PTT Telecom 
unit showed net profits of some F1 1 .94bn ($942 m), while the 
postal side brought in about FI 700m. Accounts are to be pub- 
lished next month, and shares quoted separately from summer . 

The group added that the operating companies had already 
begun trading as separate business entities. The telecoms divi- 
sion Is to keep the KPN name, while TNT Post Group becomes 
the new title ot the mail and freight service formerly known as 
PTT Post In 1896, the group took over TNT, the Australian par- 
cels company. This bolstered the postal unit, which KPN said 
yesterday had assets worth FI 3.6bn and "contributed in equal 
measure" to group sales of FI 30bn for last year. These revenues 
were up from FI 21.3bn the year before. Overall net profits were 
estimated at R 2.7bn, a rise of some 9 per cent from the FI 2.4bn 
recorded In 1996. This implies a contribution of about FI 60m 
from other activities. Gordon Cramb, Amsterdam 


BANKING 


Baer best result since 1993 


Julius Baer, the biggest of Switzerland's Independent private 
banks, Increased its net income by 54 per cent, to SFr202m 
{$136m), in 1997, and raised Its return on equity from 11 per cent 
to 15.7 per cent - Its best performance since 1993. Commission 
and service Income rose 52 per cent, to SFrS06.4m, and trading 
Income rose by 57 per cent, to SFrl 92.7m. Net operating Income 
rose by 42 per cent to SFr846m, and operating expenses grew 
by 30 per cent, to SFrS2i.2m. Assets under management rose by 
30 per cent, to SFr82.6bn, and staff numbers rose by 9 per cent 
to 1,676. The group is proposing to Increase its dividend by 33 
per cant, to SFrS2, per bearer share. WilGam HaH, Zurich 


GERMANY 


Nord/LB advances 3% 


Norddeutsche Landesbank, the German regional state bank, yes- 
terday said 1997 profits before provisions rose 3 per cent to 
DM936m ©512m). The bank’s balance sheet assets rose 15 dot 
cent to DM2 63 bn, the highest in Its 28-year history. Profits after 
proviaora increased by 79 per cert to DM769m, a reflection of 
ItSS?* 01 rBductwn m Pfovisions, which dropped 65 per cent 

TO UMiD7m. 

_ ’ wh « h te negotiating a merger with Bankgeseilschaft 

Berlin (BGB) to form Germany's fourth biggest banked Interest 

!“? • S^, to o^ 1 - 8Sbn - 

16 per cent to DM293m. Personnel and material costs increased 
10 per cent to DM1 Jttn. Frederick Stikfemann/S^ 


Move to a Liffe less ordinary 


Technology has won, write Samer Iskandar and Edward Luce 


T he board's recommenda- 
tion this week that the 
London International 
Financial Futures and 
Options Exchange adopt 
electronic trading is the 
beginning of a long process. 

Not only will tbe proposed 
system take lB months to 
develop, but the directors 
will have to overcome stiff 
opposition from some mem- 
bers, notably locals. 

Locals are self-employed 
speculators who bet their 
own money on the floor of 
the exchange. They account 
for roughly a third of trading 
volume and are the main 
providers of liquidity - the 
ability to trade large 
amounts without disrupting 
the market. 

Although a move to elec- 
tronic trading is likely to be 
accompanied by an offer of 
cheap access to locals, large 
numbers are nonetheless 
likely to drop out 
Tbe board's proposals 
mainly suit institutional 
market participants, such as 
the large International 
banka and brokers, which 
are increasingly under pres- 
sure to cut operating costs. 

Lloyds TSB, the UK bank, 
last year pulled out of floor 
trading, dismantling its 40- 
strong team. More recently 
Nlkko, the Japanese securi- 
ties house, reduced its floor 
presence by two-thirds to 
! Just eight 


Pulling out of Liffe has 
been made easier by the 
availability of some of the 
exchange’s leading contracts 
on a rival electronic system 
operated by Deutsche Ter- 
minbbrse. 

Not only has the Frank- 
furt-based exchange con- 
vinced users that its elec- 
tronic platform is cheaper to 
access and offers as much 
liquidity as Litre's open out- 
cry, the DTB is also stepping 
up its international expan- 
sion strategy by installing 
trading screens in all the 
main overseas financial cen- 
tres. 

It has also recently 
decided to merge with Sof. 
fex, the Swiss derivatives 
market, and forged a link 
with Matif in Paris. The 
three exchanges plan to offer 
all their fixed income prod- 
ucts on a single screen 
before the end of the year 


J Org Franke. chair man 
Eurex, yesterday reiter- 
ated calls for i . L 


VJated calls for Liffe to 
abandon its “confronta- 
ttonaT attitude to the conti- 
nental alliance in favour of 
cooperation, 

"With European monetary 
union approaching, the over- 
all derivatives market is 
going to shrink, especially 
on the fixed income side" 
said Mr Franke. 

"It makes sense for Liffe to 
team up with us. The big 


clients are increasingly 
demanding one point of 

riaff 83 * .? ne set of 

dates and one set of trading 

hours. We can only provide 
this together." 

JUTS Edward c®*** 

° f European deriva- 
9 Pedlt Suisse First 
Boston in London, said 
“jny expected Liffe to con- 
tmue with open outcry pit 
trading in many contracts 

8hort*f Uy th ® options and 
^orMenn .merest rate 

by TJS j? * great decision 
hni?T thou eh many of us 

elJS?o L nte 6 ®! 0U3d pr07ide its 

SHU 

"onpw«.*“ 10 a corner on 

the* LiFf»SH fay Presenting 

a “«ree te .”teSd! " dh * 

vidTfct?" » 


the marked amf 18 yp 40 
with t :^ nL and compete 




with the DTB ^ COm L ete 

th/ elv as a ? 0re 0frec ‘ 
i as a hybrid exchange." 
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LARGE COMPLEX TRANSACTIONS 



''E&VtJJ? S 


CROSS BORDER TRANSACTIONS 




f ^ 

Sttrvaod Bait 1 1 6 Iciorll. 

$1 4*600,000,000 . 

Acquisition of ITT Corporation 


Thomas H. Lee Company 

$1,400,000,000 

Acquisition of 

Fisher Scientific International 








$2,600,000,000 . 

CBS on its acquisition of 
American Radio Systems* 


Newmont 

Gold=== 

COMPAITY 

$2. 505,500,000 

Acquisition of Santa Fe Pacific Gold 
from Newmont Mining Corp. 


$2,040,000,000 

Acquisition of UN Television* 


PARAGON 

. Health Network, fate. 

$1,923,900,000 

Recapitalization and merger 
of GranCare Inc. with 
Living Centers of America and 
Apollo Management to form 
: Paragon Health Network 



VCfV^-V-l 

I 
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$1,270,000,000 

NGC on its acquisition of Destec Energy 


MCABLEVEtON 

$688,000,000 

Acquisition of ITT Corporation's 
interest in Madison Square Garden 

$315,000,000 

Sale of U.S. Cable systems 
to Mediacom* 


Not Disclosed 

Merger with the South American 
oil and gas business of Amoco 


$303,000,000 

Sale to 

Norcen Energy Resources 



$1,770,000,000 

American Home Products on its 
sale of Sherwood-Davis & Geek 
to Tyco International* 





HIS CHtMICAI.CWOU». 


$1,400,000,000 

Sale to IMC Global* 


$1,100,000,000 

Acquisition of a lease portfolio 
and formation of a joint venture 
with Pitney Bowes Credit 


Santa Ffc Energy Resource*, Inc. 

$872,000,000 

Spin-off of Monterey Resources 
to its shareholders 


$750,000,000 

Acquisition of Merit Behavioral Care 


BAUSCH 

&L0MB 

$380,000,000 

•Acquisition of Storz Instrument 
from American Home Products 

$300,000,000 

Acquisition of Chiron Vision 
from Chiron 


1WVESTVALE 

$3,134,700,000 

Acquisition of a 5.1% interest in 
Companhia Vale do Rio Doce 


Newmont ' 

Gold s 

Company 

$1,900,000,000 

Joint venture with 
Sumitomo Corporation 


BEJNGE 

Not Disclosed 

Acquisition of a controlling 
interest in Ceval Alimentos S.A. 






Not Disclosed 

Acquisition of a majority 
stake in Chinon industries 


PHILIP SERVICES 


$1,880,000,000 

Partnership with Apollo Advisors and 
the Blackstone Group, on their 
proposed acquisition of Safety Kleen* 




Not Disclosed 

Sale of the Anco Foods import 
and distribution business to 
the Bongrain Group 




$1,398,000,000 

Transportation Maritima Mexicana 
in a joint venture with 
Kansas City Southern Industries, 
in their acquisition of 
Mexico's Northeast Railway Line 


hannover.re 

Not Disclosed 

Acquisition of the reinsurance operations 
of Skandia International Insurance* 
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V7V ^' ~ ^ m i | M ini mil I iM~n~mlr and Chase Manhattan International Limited are separate subsidiaries of The Chase Manhattan Corporation. Chase Securities Inc. - Member NASD/SiPC. Issued 
Corporation. Chase Securities SFA ^ ChaS e Securities Inc., The Chase Manhattan Bank or Chase Manhattan International Limited acted as financial advisor in these transactions. The products and services 
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DEFENCE INDUSTRY REELS FROM SURPRISE BLOCK ON MERGER LATE IN THE DAY 


Lockheed, Northrop disposals likely 


By Alexander NlcolL Defence 
Correspondent, and Christopher 

Mas in Us Angeles 

The world's defence 
industry, shocked by the US 
government's unexpected 
opposition to Lockheed 
Martin’s acquisition of 
Northrop Grumman, was 
yesterday assessing which 
disposals the companies 
might have to make for the 
deal to be allowed through. 

The problem areas for the 
Justice Department and the 
Pentagon were widely 
believed to be in radar and 


electronics, with the 
government concerned that 
Lockheed could control 
programmes by placing its 
own avionics and other 
electronic systems in fee 
aircraft it builds, such as the 
F22 fighter and C130J 
transport aircraft, and 
Northrop’s Stealth bomber. 

Some in the industry 
believed that some areas' of 

concern could be in secret or 

"black" prng raTnmffi ; SUCh 3£ 

in satellite-borne radar 
equipment. 

Disposals could create 
opportunities for other 


defence electronics 
companies such as 
GEC-Marconi. the defence 
arm of General Electric 
Company of the US. 
However, potential foreign 
buyers' ambitions could be 

dulled by national security 
implications. 

GEC is known to want to 
make acquisitions In US 
defence electronics as part off 
a strategy to become a global 
force in this area. 

The company said 
yesterday it was too early to 
say whether it could be 
interested in the Lockheed/ 


Northrop situation but it 
would consider opportunities 
as they came up. 

Other openings could arise 
from Lockheed’s known 
commitment to extending its 
international reach through 
alliances with foreign, 
especially European, 
companies. 

Despite the lateness of the 
US regulators' Intervention 
in a deal announced last 
July and originally due to be 
completed on March 24, few 
in the industry believed the 
|ii.6bn merger would be 
blocked. 


The prospective partners’ 
announcement on Monday 
that they had agreed to put 
off the dosing date for a 
month suggested a clear 
Interest In finding a 
compromise. 

“This is not a show-stop* 
per, but part of the negotia- 
tion." said Gordon Adams, 
deputy director of the Lon- 
don-based International 
Institute for Strategic 
Studies. 

Though fee Pentagon 
encouraged defence mergers, 
there have recently been 
Indications that it has 


become worried about the 
consequent reduction in 
competition and fee effect of 
this on both prices and 
Industrial innovation. 

Remarks by Jacques Gan- 
sler, recently appointed 
under-secretary of defence 
for acquisition and technol- 
ogy, have demonstrated 
Washington’s concern about 
the effects of industry con- 
solidation which followed 
the end of the Cold War. 

The government has also 
urged US aerospace suppli- 
ers to reduce their reliance 
on federal contracts. 


Wall St banks CWC chooses NCI software 

eye Garantia I By Cathy B o w man 


By wnam Lewis ta New York 
and Geoff Dyer ID SSo Paulo 

Two other Wall Street 
investment banks have been 
holding takeover talks with 
Banco Garantia, Brazil's 
leading investment bank, 
according to Brazilian bank- 
ers close to fee negotiations. 

Morgan Stanley Dean Wit- 
ter and CS First Boston, the 
Investment hanking’ arm of 
Credit Suisse, have held 
talks with Garantia about 
taking control or acquiring 
parts. 

The disclosure follows 
reports that Goldman Sachs, 
the US investment bank, is 
in talks with Garantia about 
acquiring the bank, in a 
move which could prompt a 
shake-up of the investment 
banking sector in Brazil. 
Garantia Is thought to be 
worth ab out > L5bn. 

While CSFB has been dis- 
cussing acquiring the whole 
of Garantia, Morgan Stanley 
Dean Witter is said to be 
interested in buying Garan- 
tla’s corporate finance, asset 
Trmnagpmpwt and debt and 
equity underwriting 
operations, but is not inter- 
ested in Its trading arm. 

Both Wall Street firms 
declined to comment, as did 
Gleacber NatWest, fee US- 
based merger and acquisi- 
tions group which is advis- 
ing Garantia. 

The flurry of discussions 
wife Garantia comes after 


the bank made heavy losses 
in October and November as 
a result of the Asian crisis. 

A number of Brazilian 
investment banks have been 
forced to review their strate- 
gies as a result, which 
exposed fee need for deep 
pockets and more interna- 
tional contacts. 

Goldman Sachs, which 
had a close relationship with 
Garantia for a number of 
years, is believed to be the 
leading contender to strike a 
deal. The two sides have 
talked before about Goldman 
acquiring a stake. Garantia, 
whose structure was mod- 
elled on Goldman Sachs, was 
considered the premier Bra- 
zilian Investment bank 
before its trading losses in 
October forced it to 
announce a R$S0m 
(US$4-L2m) capital increase. 

Garantia denied that it 
had held bid discussions. 
"We have had conversations 
with a number of major 
international banks, but 
they have been about more 
general subjects, such as 
doing deals together and 
fixture alliances," it said. 

Although G oldman -Sa chs 
is concentrating its attention 

CH Garantia . It is thought to 

have received approaches 
from other Brazilian hanks 
since the Asian crisis. Gold- 
man's plans to expand its 
Brazilian operations organi- 
cally have been put on hold 
while the talks proceed. 


HEMISPHERES FUNDING CORPORATION 

Guaranteed Asset Backed Floating Rate Notes, Series 1996- A 
U-S.5402 .000,000 
bwwjtgsljjg GmmAim,(USDI 
Sow, IWb-ANar, S.WKWi USAU6l.43l.67 

Thu Imoe, Acoual R«ir ni Cmpn An**u* ilnA) he uol when dctermlnlnc the 
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Bankers Trust Company 


Internationale 
Nederianden Bank N.V 

US$200,000,000 
Subordinated collared 
floating rate Notes 
due 2002 

Notice is hereby giocn that 
for the interest period II 
March 1998 to II September 
1 998 the notes util carry an 
interest rate of 5.59375% per 
annum, interest payable on II 
September 1998 mil amount 
to USS28590 per USS10.000 
note and USS7.U7.57 per 
USS250.000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Halifax pic 

£500,000,000 
Floating rate notes 
March 1999 

Notice is hereby given that 
the notes will bear interest 
at 7^156% per annum 
from 9 March 1998 to 9 Jane 
1998. Interest payable on 9 

June 1998 mil amount to 
5189.43 per S10.000 note and 
S 1,894334 per S 100, 000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Oesterreichische 
Investitionskredit 
Aktleng esel lschaft 

Issue of up to 
US$40,000,000 
Subordinated Collared 
Floating Rate Notes Due 
2004 of which 
US$20,000,000 is being 
Issued as the Initial 
Tranche 

Notice is hereby given that 
the notes will bear interest at 
5.59375% per annum from 
II March 1998 to 1 1 September 
1998. Interest payable on 
II September 1998 will amount 
to USS2859 per USSl.OOQ note, 
USS285.90 per USS 10,000 note 
and USS2J359Q3 per 
USS 100.000 note. 

Agent Morgan Guaranty 
Trust Company 


Financial Timt-s Surveys 

Accountancy 
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To Advertise in 
the Business 
Opportunities Section 


Please call Melanie Miles 
on 444 0171 873 3349 


Microsoft yesterday lost out 
to one of its rivals when 
Cable & Wireless Communi- 
cations, the* UK’s biggest 
cable company, said it would 
use software from a com- 
pany controlled by Netscape 
and Oracle for its digital 
television set-top boxes. 

CWC chose Network Com- 
puter (NCD Instead of Micro- 
soft’s Web TV subsidiary to 
provide internet-based soft- 
ware for its digital television 
services. 

Graham Wallace, chief 
executive of CWC, said: 
“This Is the real convergence 
for the first rfmp of telecoms 
and television." He added 
that the software would pro- 
vide greater scope for inter- 
activity than services to be 
offered by CWC’s rivals. 

CWC said "price and avail- 
ability" had gone against 
Web TV. The product would 
not have been installed in 
set-top boxes, needed to 
unscramble di gital signals, 
in time for fee launch of 
CWC’s 200-channel service 
later fhia year. 

NCI was also more attrac- 
tive than Web TV, CWC said, 
as its software could be 
Installed in virtually any set- 
top box. 

British Sky Broadcasting, 
which is launching a 200- 
channel digital satellite ser- 
vice in June. Is using a sys- 
tem based on video rather 
than internet technology. 

Mr Wallace said both 
BSkyB and British Digital 


Delphi 
sells 
lighting 
unit to 
Palladium 


ByMddTait 
la Chicago 

Delphi Automotive Systems, 
the autom o tive parts arm of 
General Motors, said yester- 
day it had agreed to sell its 
lighting business to Palla- 
dium Equity Partners, a pri- 
vately-owned investment 
firm. 

The deal completes the 
trio of planned parts busi- 
ness disposals announced by 
GM last year. 

The hot coil springs busi- 
ness was sold to a privately- 
owned company in Dallas, 
while Lear Corporation, the 
large manufacturer of inte- 
rior components for the 
automotive industry, was 
selected as the preferred 
buyer of fee seating busi- 
ness. 

As with these two 
transactions, which were 
announced earlier this year, 
Delphi did not disclose the 
terms of the li ghting deal 

However, the lighting 
business had sales of about 
$665m last year, and employs 
about 4JX» people. 

Its main plants are In 
Anderson, Indiana, where it 
also has an engineering 
centre, and in Monroe, 
Louisiana. 

In total, the three 
businesses put up for sale by 
GM had annual revenues of 
about $2bn. and were either 
only marginally profitable or 
loss-making. 

The lighting business will 
be renamed Guide 
Corporation by its new 
owners, and be headed by 
Michael Haxnmes, a former 
president of Chrysler 
International. 

Mr Hammes, who also 
worked for Ford In the past 
has since been vice- 
chairman of Black & Decker 
and most recently, chairman 
and chief executive of fee 
Coleman Company, which 
makes camping equip- 
ment 

Palladium Is a ftnanrfai 
investment company, which 
focused on Investing in 
targeted sectors, including 
the automotives components 
industry. 
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New Internet providers Graham Walaca (right) and David Rout, CWC chief executive Retire: Reuters 


Bro adcasting , the digital ter- 
restrial television company 
which begins broadcasting 
In the autumn, would be less 
sophisticated as Interactive 
services would travel partly 
over phone linaa, 

Web TV delivers its inter- 
net services over telephone 
lines, while NCI uses cable 
television. CWC’s service 
will provide internet access 
between 20 and 100 times fas- 
ter than currently offered by 
fee fastest modem. 

Earlier thin year the larg- 
est US cable company. Tele- 
communications Inc (TCI), 
decided not to select Micro- 
soft’s software for its new 


generation of television set- 
top boxes. Instead, Td chose 
Sun Microsystems. 

Although CWC would not 
give ffwarirfai details of its 
agreement with NCI, it said 
it would absorb part of 
the £l00m ($163.7m) ear- 
marked for investment in 
digital television over the 
next year. 

NCI received an upfront 
payment from CWC and will 
also be given a fee for each 
set-top box sold. 

CWC Is thought to have 
ordered at least 100,000 boxes 
from General Instrument, 
and more will be made when 
subscribers start to express 


an interest in switching 
from miainp i ff to di gital tele- 
vision. 

Mr Wallace yesterday gave 
• further details of the launch 
schedule for CWC’s digital 
channels. CWC pledged last 
year to co-operate with 
BSkyB on the launch of digi- 
tal television. 

However, although CWC 
plans to have boxes in many 
customers* homes by fee 
aut umn, digital services will 
only be on offer nationwide 
from early next year. BSkyB. 
an the other fomri, plans a 
low-profile debut In June, 
with a full consumer launch 
in the autumn. 


PG&E to supply energy 
services to Ultramar 


By Christopher Partes 
in Los Angeles 

PG&E, the San 
Francisco-based power com- 
pany, has struck an unusual 
bargain to supply Ultramar 
Diamond Shamrock, a lead- 
ing independent oil refiner 
and retailer, wife an exten- 
sive range of energy ser- 
vices. 

The company will be paid 
on results, dependent on 
energy and other cost 
savings to Ultramar, which 
has agreed to pay 30 per cent 
of economies achieved. 

Ultramar said it expected 
energy costs at its refineries, 


terminals and retail outlets 
to be cut by 15 to 25 per cent. 

The seven-year contract is 
a further illustration of the 
innovative deal-making afoot 
in the US energy market as 
the country's utilities pre- 
pare for deregulation, due to 
start shortly In California 

Ultramar, with a portfolio 
of seven refineries in the US 
and Canada, and 6,400 retail 
outlets combining fuel 
pumps and convenience 
stores, will pay no manage- 
ment fees and all capital 
investment will be at fee 
cost of PG&E. 

As part of the contract, 
PG&E will build a 750-mega- 


watt co-generation power 
plant on the site of Ultra- 
mar's refinery in Three Riv- 
ers, Texas. 

After meeting the plant's 
electricity and steam needs, 
the company will be free to 
sell tbe power not used in 
the refinery to outside 
customers. 

It win also apply its bulk- 
buying power to reduce the 
cost of fee $2bn-worth of gas, 
steam and electricity which 
Ultramar consumes annu- 
ally. Other capital invest- 
ments expected under the 
deal include energy conser- 
vation measures at Ultramar 
facilities. 


Microsoft, NCR in link-up 


By Paul Taylor 

Microsoft, the world’s largest 
computer software group, 
and NCR, the US technology 
group, yesterday announced 
a new technology and mar- 
keting partnership aimed at 
helping businesses improve 
the way they attract and 
retain customers. 

The companies say fee 
partnership will accelerate 
adoption of integrated data- 
warehousing, electronic 
commerce and "high-avail- 
ability” technologies - 
systems that will withstand 
component failures. 

NCR is leader in the fast- 


growing market for “data- 
warehouses” - vast stores of 
customer or other data used 
by companies to spot trends 
and improve their planning 
and marketing activities. 

The agreement with Micro- 
soft should help the group 
consolidate this position in 
competition with companies 
such as Oracle and Interna- 
tional Business Machines. 

Under the terms of fee 
agreement the companies 
will ensure that NCR’s Tera- 
data relational database 
management system inte- 
grates tightly with Micro- 
soft's SQL Server technology 
- a move to make it easier 


for companies to build and 
expand data-warebouses. 

NCR said it plans to dou- 
ble the number of its consul- 
tants trained as Microsoft 
Certified System Engineers 
by adding a further 1,000 
consultants. 

The two companies will 
use NCR’s expertise in the 
retail, financial and commu- 
nications sectors to jointly 
market electronic commerce 
applications and Microsoft 
products. 

According to International 
Data Corporation, the mar- 
ket analysts, NCR has nearly 
41 per cent of the wealdwide 
date-warehouse market 


Laidlaw in talks on bid 


By NBdd Tall ta Chicago sod 
Scott Montana in Toronto 

Safety-Kleen, the Chicago- 
based waste recycler, said 
yesterday it had begun n^jt> 
tiations with Laidlaw Envi- 
ronmental, part of the Cana- 
dian Laidlaw group, over fee 
latter's US$2bn takeover pro- 
posal. 

Until earlier this week, the 
Safety-Kleen board had pre- 
ferred a rival US$1.8bn cash 
offer from a consortium led 
by Philip Services, another 
Canadian group, but this bid 
failed to secure the required 
support from Safety-Kleen 
shareholders on Monday. 

Saftty-Kleen said the talks 


wife Laidlaw were faking 
place “off-site" and being 
conducted by a team of 
directors, management and 
advisers. 

It declined to say which 
particular areas were under 
discussions, or speculate on 
how long the talks might 
last 

Safety -Kleen's board had 
initially rejected Laidlaw’s 
cash and shares offer 
because it was concerned 
about the volatility of Laid- 
law’s stock price and fee 
heavy debt load the com- 
bined entity would carry. 

Yesterday. Safety-Kleen's 
board stressed it was taking 
no position on the Laidlaw 


offer until fee outcome of 
the current negotiations was 
known. Laidlaw officials 
were not available to com- 
ment on negotiations. 

the two sides are still due 
to return to the courts later 
this' week, when Laidlaw 
wifi attempt to get a "poison 
pill” anti-takeover constraint 
lifted. Tiffs currently pre- 
vents the bidder from acquir- 
ing Safety-Kleen shares 
which are tendered in its 
favour. Laidlaw said on Mon- 
day night that about 48 pa 
cent of Safety-Kleen shares 
had been tendered in favour 
of its offteyand feat it was 
extending its offer until 
March 16. 


NEWS DIGEST 


MANUFACTURING 


HJ Heinz benefits 
from lower tax charge 

HJ Heinz, the US food company, saw operating profits fafl from 
$345m to $344m In Its fiscal third quarter to January 28, but a 
big reduction in the tax charge enabled the company to report an 
8 per cent Increase In net profits to Si 88m, or 50 cents a share 
ftety tfluted. 

Revenues feH from $2J3bn to &L2bn, partly because of CBvest- 
ments but also because the results were hit by adverse shifts, in 
exchange rates, particitiariy In Italy and Aala-PacHte. On the other 
hand, sales were boosted by the acquisition of John West In 
Euope and volume Increases, and Heinz said revenues would 
have been 4.1 per cant ahead without the divestments. 

Operating profits were hit by the adverse effects erf exchange 
rates, which reduced the figure by $18m, and by the continuing 
cost of the company's "Project Millennia'’ restructuring plan, 
which reduced the figure by $29.4m, up from $18. 1m a year ear- 
ner. The prior year's operating profits were boosted by a non-re- 
curring gain of $l&2m. 

Greater productivity and lower costs a ssociated with the 
restructuring had enabled the company to lift gross margins from 
36.4 per cent to 39 per cent, Heinz said. 

Richard Tomkins, New York 


Bidders eye Venezuelan site 

Three powerful international consortia have been formed to bid 
for a 70 per cent share in Venezuela’s state aluminium complex, 
one of the world’s largest 

Alcoa of the US, the world’s largest aluminium producer, win 
ted In consortium with Alcan of Canada. Norsk Hydro of Norway 
has linked up with Reynolds of the US, and the third consortium 
Is made up of the UK's Billiton. Pechiney of Finance, Century Alu- 
minium of the US, and two Venezuelan Numiniiim processing 
companies. 

The 635,000 tonne per year complex is made up of two alu- 
minium smelters, a carbon anode producer, and a bauxite plant 

An official dose to the privatisation process said the value of 
the complex, which is to be announced at the weekend, is likely 
to be &L3bn-S2.5bn. The sale is scheduled for March 25. 

The remaning stake Is reserved for employees and retail Inves- 
tors. 

The winning bidder must Invest a minimum of $500m towards 
environmental dean-up and the plant's moder ni sation, and may 
not reduce the payroll for 18 months. It must also guarantee the 
supply of aluminium to domestic processing companies at FOB 
market prices. 

The conglomerate has $125bn debt. Ray Cofitt, Caracas 


LATIN AMERICAN BANKING 

Scotia expands in Venezuela 

Scotia Bank of Canada has paid US$88m for a 25 per cent stake 
in Venezuela's Banco del Carl be, a medium-sized bank, continu- 
ing Its expansion plans In Latin America. The principal contribu- 
tion of Scotia, which already has operations In Argentina. Chile, 
Peru, Mexico, central America and the Caribbean, would be new 
technology and know-how, he added. 

"We’re Interested in continuing to invest In Venezuela." in cor- 
porate and divestment banking, said Peter Godaoe, Scotia execu- 
tive president, who sees a "bright" future for the 001 x 10/3 
economy. 

Banco del Caribe was one of tee few banks teat did not col- 
lapse dising' Venezuela's 1994 financial crisis. Scotia’s acquisition 
Is part of the continuing influx of foreign Investment into the Ven- 
ezuelan market, after Spain's BBV and Santander banks took 
over the country's largest and third largest bank, respectively. In 
December of 1996. 

More than half of total bank assets are now in foreign hands. 
Ray Cofitt 


ADVERTISING 


True North falls into loss 

Merger-related costs and restructuring charges pushed True 
Norte Communications, the- Chicago-based advertising group, to 
a $S0m loss In 1997. 

In the year it saw off a hostfie takeover ted from Publlcte, its 
former French partner, and subsequently acquired the Bozafl 
Jacobs Kenyon & Eckhardt advertising business. 

The toss compared with a profit of $37 .8m in 1996. and trans- 
lated Into tosses per share of $1.17. In 1996, earnings per share 
were SB cents. 

But the advertising poup - the sixth largest in the world - said 
the one-off charges had totalled $131m before tax, and teat. If 
these were excluded, operating profit stood at $1 01.3m for the 
year, up from $63 .8m previously. 

Revenues for the year were $1J2bn, up from $987m, with US 
revenues rising 13.2 per cent, aid International by 57.8 per cent 
(Including Bozall). NMd Tatt, Chicago 


First Union buys BHC 

First Union, the acquisitive North Carolina banking group, yester- 
day announced the acquisition of Bowles Holioweil Conner, the 
privately owned Charlotte-based mergers and acquisitions bou- 
tique. 

Terms of tee transaction were not disclosed but First Union 
said It would be accretive to earnings “Immediately upon con- 
summation". 

Private equity efforts, which directly Invest in leveraged buy- 
outs and recapitaflsatJons of private companies, make up most of 
BHCs client base. It has represented more than 75 d iffe r an t pri- 
vate equity groups In at least one transaction In the past live 
years. Founded in 1975. it also spectafisas In servicing mkkfie- 
market companies In the US. 

"We have the opportunity to leverage our strong M&A advisory 
capabilities across First Union's vast middle-market client base 
on the east coast and throughout the nation," said Steve Cum- 
mings, chairman of BHC. 

In January First Union closed Its $471 m acquisition of WFBS, a 
brokerage firm. Earlier th& month First Union announced It had 
agreed to take over The Money Store, a specialist lender, and last 
month the bank’s shareholders approved its approximate $17bn 
takeover of CoreStates financial, the PhHadefohla bank. 

WBEam Lewis, New York 


ENTERTAINMENT 

Guber in $800m films deal 

The rehabilitation of Peter Guber, tee man blamed for Sony Pic- 
tures' darkest days in Hollywood and credited with helping last 
year's recovery, has advanced further with an $B00m deal to pro- 
duce 20 films over five years. 

The films will be made by Mandalay Entertainment, the produc- 
tion company Mr Guber started on tee Sony lot after he was 
ousted as chairman In 1994, In an affiance with Paramount Pic- 
tixea, and. Lion’s Gate Entertainment, a start-up Canadian com- 
pany traded in Toronto. 

They will be distributed by Mandalay's two new partners which 
wfH also partialy finance the productions with the balance oT each 
budget coming from the pre-production sale of foreign distribu- 
tion rights. 

Lion's Gate wfll taka a 45 per cent stake In Mandalay Entertain- 
ment to be renamed Mandalay Pictures, and Mr Guber wfll retain 
thebalance. 

The link will reinforce Paramount’s position ir» the Hollywood 
hierarchy and end Mr Gubar’s troifotad reistionsMp with Sony. 

Desftite Ns travails as a business letter, he has a strong cre- 
ative record which includes hits ranging from Batman and The 
Wttchea of Easfwtek. Christopher Partes, Los Angeles 
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_ CO MPANIES & FINANCE: ASIA-PACIFIC 

year of consolidation in wake of Asian financial crisis 

AsiaSat 


cautious as 



surge 


By Louise Lucas in Hong Kong 


Asia Satellite Tele- 
communications, the Hong 
Kong-based satellite consor- 
tium, yesterday posted a 46 
per cent rise in net anm^ l 
profits, from HK$394.8m to 
HK$578.7m (US$74.5m) last 
year. 

However. Linus Cheung, 
chairman, said 1998 was 
“expected to be a year in 
which the company could 
experience some consolida- 
tion'’. He pointed to the 
“continuing economic uncer- 
tainties in Asia, the result- 
ing weakness In demand for 
transponder capacity and 
the additional supply coming 
on to the market”. 

Projects such as adding 
new programmes or expand- 
ing distribution have been 
shelved in the face of the 
Asian financial crisis, which 
has prompted budget cuts by 
both advertisers and view- 
ers. 


Peter Jackson, chief execu- 
tive. said the trend began in 
the middle of last year when 

India, potentially the biggest 
market for transponder 
capacity, clamped down on 
direct broadcasting. “Then 
we saw other countries’ 
broadcast ambitions scaled 
down,” he added. 

AsiaSat, which is partly 
owned by Cable and Wire- 
less of the UK, is insulated 
from the worst-hit southeast 
Asian countries, such as 
Indonesia and Thailand, 
since it has no customers 
there. 

The company suffered a 
blow at the end of last year 
when its Russian-launched 
AsiaSat 3 failed. However, 
the company recouped its 
costs through an insurance 
payout of US$200m. 

A replacement satellite is 
due to be launched in the 
first quarter of next year. In 
the meantime, customers 
who were to be moved from 




on 


Linus Cheung: sees weak demand for transponder capacity 


the lower-capacity AsiaSat 1 
will remain on it. 

Cassindy Chao, satellite 
and media analyst at Gold- 
man Sachs in Hong Kong, 
points out that if the launch 
had been successful, it could 
have resulted merely in 
empty capacity,- as has 


NEWS DIGEST 


BANKING 


Fuji Bank to securitise 
further Y250bn of loans 


Fuji Bank, one of Japan’s biggest ID banks. Is to securitise a 
further Y250bn (3>1.96bn) of its loan assets this month to boost Its 
capital adequacy ratio. The Bank for International Settlements 
uses March 31 as the date for calculating capital adequacy ratios, 
and ft Is also the end of the financial year for most Japanese 
companies. 

Many Japanese banks are trying to Increase their capital by 
issuing stock and applying for government finds, and are also 
reducing their loan books to improve their ratios-. Banks can also 
count unrealised gains on securities as part of their capital How- 
ever, the poor performance of Japanese stock markets this year 
means that, most banks lookUkeiy to take a loss on their stock 
portfolios, forcing them to find other ways to improve their finan- 
cial strength. 

As part af an asset-reduction strategy announced last year, Fuji 
Bank plans to parcel together healthy loans to about 80 compa- 
nies and transfer them to a special-purpose company based in 
the Cayman Islands, which will then issue securities backed by 
the loans. The securities wBI be issued in two tranches. About 
Y2l5bn will have a Moody’s rating of Aa3 and about Y35bn wBI 
be rated Baa2. 

Fuji has already cut its loan book by at least Y2,000bn In tWs 
financial year, partly through securitisation, and plans further cuts 
next year. Other banks have been taking similar steps. 

Bettian Hutton, Tokyo 


RETAIL 


Kingfisher upbeat on Asia 

ICrigflsher.-the UK retail group, yesterday opened its Asian head- 
quarters in Hong Kong, precflcting opportunities for expansion 
despite' the downturn in regional economies. “Asia wll still be a 
reasonable growth marker, saW Sir Geoffrey Mulcahy, chief 
executive. The crisis] hasn’t changed our faith In this place." 

. Despite the positive assessment Sir Geoffrey outlined a cau- 
tious strategy. He said expansion would be pursued through 
organic growth and acquisitions, tut that no attractive acquisition 
opportunities were evident at present 
Kingfisher already operates a sourcing centre In Hong Kong 
and has established two B&Q stores in Taiwan, with a third to fol- 
low. Sir Geoffrey said the DIY stores In Taiwan had shown "rea- 
sonably encouraging’ results. DIY and electrical goods have been 
selected as the primary area of growth outside the UK, although 
the group's other business, which Include the Superdrug health 
store chain, also provide potential for geographic expansion. 

. Despite the sharp fall in regional currencies, the company said 
it did not expect a significant shift in sourcing operations from the 
region. The gdns of currency movements would be offset by 
inflation, while raw material, coats were often priced in US dollars, 
the group said. John Ridding, Hong Kong 


MINING 


Orogen Minerals advances 


Orogen Minerals, the Papua New Gul^r^g 

oany listed In late 1996 on the Australian Stock Ew^ange. 

l^^eded its prospectus forecast in its first year of operations 

S * r ^^^id yesterday that net prom for- the year to December 
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"*5 9 awernmeht - Tt* 

SHkSEkkSSS:. 

CC?mpany,S 0ptk ^STnrodiictjon in March 1998 and « expec- 

*■ — 

w a 8 na ‘ ural repl8C8mant 

The investment In GOM ^ after 


Gwen Robinson, Sydney 


CHINA AIRUNES 


Executives fired after crash 

.. .wi*^ToT^anese carrier, has dismiss 
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China Airies. Wlted 

Dree senior executives history. The air- 

202 by T ^- ^ 

Bne. Taiwan s gg other advisers and con&i*- 

yang, transport chairman- The dismissals fol- 

tarts, China Mines chairman, 

tow a meeting safety of the airline, 

and the fransportminster ffl ght affairs director. Hsiao 

* The sacked yin-cfmn. chief pilot of 


SocGen 
takes over 
Thai group 


By Louise Lucas in Hong Kong 


Sod&tfe G€nerale of France 
yesterday became the second 
foreign bank to take a major- 
ity stake in a Thai financial 
institution when it raised its 
holding in Asia Credit to 51 
per cent 

The recapitalisation, 
which sees Soc Gen’s stake 
grow from 25 per cent, lifts 
Asia Credit's registered capi- 
tal by Bt6bn to Bt6.9bn 
($156m) and comes in the 
wake of the Asian, financial 
crisis, which has forced 
moves towards deregulation 
in the region and begun a 
trend towards mergers and 
acquisitions. 

DBS, the Singaporean 
bank, had already acquired 
51 per cent of Thai Danu 
Bank, Claude Del bos, senior 
executive vice-president at 
Asia Credit, said. He added 
that the Thai authorities 
could agree such arrange- 
ments case by case if the for- 
eign investor concerned met 
certain qualifications. 

SocGeiL, which has been 
expanding in Asia, said the 
move was a long-term strate- 
gic investment “Despite rig- 
orous economic circum- 
stances, we continue to see 
great potential in this part of 
the world, ” said Gilbert Pla, 
head of the bank's Asian 
operations. 

Asia Credit's other big 
shareholder, Bangkok Bank, 
Thailand’s biggest bank, has 
also increased its holding, to 
39 per cent 

Mr Delbos said that as a 
result of the deal, the Thai 
group would develop from a 
purely domestic finance 
company into one involved 
in wholesale ba n king and 
international banking. “As 
such, it could benefit from 
the technical and financial 
support of Society Gdn&rale, 
product-wise and network- 
wise," he said. 


Japan wins 
new digital 
TV service 


A new digital satellite 
broadcaster created through 
an etjual-footing merger 
between Japan Sky Broad- 
casting and PerfecTV will 
start service on May l, presi- 
dents of the two companies 
said yesterday, Renters 
reports from Tokyo. 

The two companies sig n ed 
a formal merger agreement 
on March 9 and created 
Japan Digital Broadcasting 
Services with a capitalisa- 
tion of Y40bn ($313m). The 
140-160 channel service will 
be called Sky PerfecTV. 

Five main shareholders — 
News Corp, Sony. Softbank. 
Fuji Television Network and 
Itochu — each own 11-375 per 
cent of the joint venture. 

Koya Mita, president of 
PerfecTV, said the merger 
was aimed at fostering 

healthy development of the 
digital satellite broadcasting 
industry. He added that the 
deal would also help to con- 
solidate their market ahead 
of the launch of powerful 
digital broadcasting service 
by the Japanese national 
broadcaster NHK in 2000. 

The new company expects 
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occurred with competitors. 

However, despite the 
shelving of contracts and the 
heavy supply of transpon- 
ders, AsiaSat said 85 per 
cent of the capacity of its 
first satellite and 86 per cent 
of AsiaSat 2’s transponder 
•capacity were utilised and 


generating revenue 
December 31 1997. 

Last year's results 
included a HK$4L5m excep- 
tional item from the disposal 
of a partnership interest. 
Excluding this, profits rose 
36 per cent over the year. 

Earnings per share for the 
year rose 46 per cent, from 
HK$i.0i to HKJ1.48 and the 
company plans to hold the 
dividend at 10 cents. 

AsiaSat was listed in New 
York and London in June 
1996. It was founded and 
equally owned by a three- 
strong consortium which 
remains main shareholder - 
C&W; the China Interna- 
tional Trust and Investment 
Corporation, Beijing’s main 
investment agency; and 
Hutchison Whampoa, the 
Hong Kong conglomerate. 


Shelf optimistic over 
Australia LNG plans 


By &mn RoMnson is Sydney 


Shell Australia, the 
Australian subsidiary of 
Shell Petroleum Company, 
sought yesterday to ease 
fears that Asian economic 
turmoil would damp pros- 
pects for its massive 
North-West Shelf liquefied 
natural gas project, main- 
taining that more than 
A$2Qbn (US$13-3bn) of LNG 
projects in Australia would 
stay on track. 

Roland Williams, chief 
executive' of Shell Australia, 
said the f6bn expansion of 
the project would be com- 
missioned, as planned, in 
2003. 

Mr W illiams , addressing 

th e with i s) (T>r>fr»r <*nrp of the 

Australian Petroleum Pro- 
duction and Exploration 
Association in Canberra, 
denied that demand for LNG 
would fall Sharply in Aslan 
markets such as Japan. 

Much of the LNG from the 
North-West Shelf would be 
intended for Japan and 
Korea. The Japanese market 
accounts for about half of 
worldwide demand for LNG, 
which totalled about 60m 
tonnes in 1997. 

The expansion of the 


North-West Shelf depends 
largely on the commitment 
of Japanese customers to 
increasing LNG purchases. 
The expansion would add 7m 
tonnes to LNG output, 
almost doubling capacity 
from the area. 

Mr Williams said Japan 
remained eager to buy more 
LNG from the North-West 
Shelf. “Until I hear differ- 
ently, the Japanese buy- 
ers . . . the traditional eight 
big utilities. . . are still anx- 
ious to buy the output from 
the expansion," he added. 

Shell, through the Royal 
Dutch/Shell Group, owns 
S-L3 per cent of its joint ven- 
ture partner, Woodslde 
Petroleum, Australia’s larg- 
est natural gas producer, 
and has a one-sixth Interest 
in the North-West Shelf con- 
sortium. The consortium, 
which is led by Woodslde, 
includes Chevron, British 
Petroleum, BHP Petroleum 
and a Japanese consortium 
of Mitsubishi and Mitsui. 

Mr Williams' remarks con- 
trast with the views of 
senior executives of Wood- 
side. They said last month 
that Asia's economic prob- 
lems could significantly 
affect development plans for 


the North-West Shelf project 

John Akehurst, managing 
director of Woodslde, said In 
February there could be a 
delay in securing Japanese 
commitments to expanded 
LNG purchases from the 
North-West Shell The com- 
pany had said it was hoping 
to. secure letters of commit- 
ment by May. Otherwise, 
said Mr Akehurst, the 
North-West Shelf consortium 
. would have to “rethink” its 
strategy. 

Mr Williams said yester- 
day Shell was continuing 
with an “aggressive cam- 
paign" to expand markets 
for LNG. He said Korea 
would need such “strategic 
imports" to drive its eco- 
nomic recovery and that 
China and India also held 
“considerable promise for 
growth in gas/LNG 
demand". 

Mr Williams acknowledged 
that rationalisation of the 
North-West Shelf facilities 
and the nearby development 
of Gorgon may be required. 
The two developments, how- 
ever, would produce LNG for 
different markets, and the 
Gorgon project would 
remain on track for commis- 
sioning in 2002. 


fBtfia 


HIGH INCREASE IN ECIA'S INCOME 
BEFORE INCOME TAXES IN 1997 


Ec'ia’s Board of Directors which met on Thursday March 5th, 1998, under the chairmanship of 
Mr Louis Defiine closed the group's accounts for 1997. 


since the friendly takeover bid with respect to BERTRAND FAURE has been a great succes. the 
Board of Directors then co-opted Mr Daniel Dewavrin, Chairman of Bertrand ftaure, as Director and 
appointed him Chairman of the Board of Directors. He will replace Mr Louis Defline who was called 
to another office within the PSA PEUGEOT CITROEN group. 


Consolidated sales reached FF 11X569 trillion, which Is 
an 11.8 percent increase compared to 1996 figures. 

In the automotive components sector, sales were up by 
12 percent sates outside France improved by 27 percent, 
mainly because of a a strong increase {♦ 42 parent) in 
deliveries to the VAG group They represent 39 percent of 
trie overall sales, vereus 34 percent in 1996. 
m the field of ngrit motorcycles, recovery of the maricet in 
European countries outside France, enabled Peugeot 
MOtocyctes to record a 10 percent growth, as a result of 
trie performance of its new distribution subsidiary In Italy, 
operating margin stands at FF 653 million, up by 
11.2 percent compared to 1996 figures adjusted to 
comparable conditions. This adjustment concerns 
provisions for pensions and retirement bonuses 
(FF 23 milfion m 1996 and FF 30 maiion In 1997), which 
will from now on be integrated into personnel costs and 
therefore be included in trie operating margin. 

The operating margin for automotive components amounts 
to FF 630 mUBon or 6.9 percent of sales. TNs represents a 
substantial Improvement compared to 1996 (6.6 percent) 
and to the first half of 1997 (64 percent), internal 
productivity plans and a more efficient co-operation with 
suppliers allowed to compensate for the fall in sales prices 
registered at the beginning of the year.' although R & D 
expendturas were maintained at a high level (54 percent 
of sales). 

PEUGEOT MOTOCYCLES's financial year 1997 was marked 
by the opening of commercial sifaskfiaries in Italy and 
Germany, but, above all, by the renewal of Its product 
range (multispeed motorcycles, the scooters ffekker and 
Elysto) as well as i oo and 125 cc engines. Launching costs 
for these products explain the decrease in Its operating 
margin. 

Income before Income taxes Increased by 18 percent 
and amounts to FF 722 million, versus FF 612 rhRUon In 
1996 or 6.8 percent of sales, against 65 percent in 1996. 
This rise is due to the Improvement of the operating 
margin as wen as the full-yesr effect of the results of the 


companies carried at equity, notably of the company 
Bertrand Faure. 

Net Income for the year reached FF 347 mfflons, 
which Is ff 77 per share after Income taxes of FF 304 mtton. 
versus ff 194 mflDon in 1996. These taxEs Include, to the 
amount of FF 36 million, the non recurrent impact of the 
adjustment of deferred taxes, resulting from the Increase 
in the tax rate In Ranee. . , 

The" consolidated net cash provtded'by operating 
activities of FF 776 million reached 73 parent of sales 
and •provides a margin to cover Ml percent of annual 
Investments in materials and equipment, which totaled 
FF 550 mllioti. 

ECUVs financial structure was reinforced. Shareholders' 
equity improved by 10 percent reaching FF 3490 bflflon at 
December 3ist 1997. It represents FF 771 per share. Net 
financial debts decreased from FF 196 mBfion in 1996 to a 
net financial surplus of FF 22 mliUon at the end of the 
financial year. The control of the group's financial 
structure wfU notably enable It to cover toe indebtedness 
necessary far financing the acquisition of Bertrand Faure 
shares. 


companies worldwide in each of its product fyoups-N* 5 
in vehicle interiors (N* 3 in car seats}, N* 3 In exhaust 
systems and N* 1 in front end modules - with sales 
totalling 26 blfflan francs. 

Since October 1996, the month In which Ecla acquired 
part of Bertrand Faure’s capital the price of the EQA shoe 
rose by ioo percent At December 3 1st 1997, the maricet 
vafue amounted to FF 54 MBon or 8 times the operating 
margia versus FF 34 mMon at December 3ist 1996 or 6 
times the operating margin. The increase of the value of 
the share since the beginning of 1996 brought the motet 
value to FF 6J> bflHon on February 20tf>, 1998. 

Outlook for 1998 

Activity during the firs t month s of 1996 confirms Hie Increase 
established at the end of 1997 and enables tofixtter develop 
the group's sales, sates outside France continue to knprove, 
notably In Germany and Soufti America. 


Composition of Eda’s Board of Directors 

Since the friendly takeover bid with respect taBEKlRAM> 
FAURE has been a great succes, the Board of Directors co- 
opted Mr Daniel Dewavrin. chairman of Bertrand Faure, as 
Director and appo in ted him Chairman of the Board of 
Directors. He wffl replace Mr Louis Defflne who was caBed 
-to another office wititin the PSA PEUGEOT CITROEN group 
and win keep his mandate as member of the Board of EDA. 
The Board of Directors paid trfaute to the crucial role 
wMcf! Mr Louis Defflne ptayed fa toe development of Ecfere 
business during the last years as wed as in customer 
dh/a sin c a tfcn and international expansion. He emphasized 
the' substantial Improvement of the performance of the 
ECIA group as well as the increase "m the market value and 
welcomed the success of tire takeover bid with respect to 
BERTRAND FAURE which Initiates a decisive stage of the 
development of the company and the Implementation of 
its strategy. 


Dividend In 1997 - shareholders wffl be asked to approve 
an Increase fa the dividend by 30 percent and brfag it up 
to FF 13 per share or FF 19,50 Including" tax credit. As a . 
result the distribution rate would be 17 percent far 1997 
compared to 124 percent fa 1996. 

MghUghts of 1997 - Doing the ffnancfef year 1997, Eda 
received Its first orders from the USA (Ford and GM) and 
japan (Mazda) and continued Internal growth through the 
creation of new substfarfes (Eda do Brazfl. Eda of the 
Czech ftepubic Eda of North America) and new joint 
companies (50/50): TREClA with Tttves far the 
manufacture of door panel modules. ELGIRA in Germany 
and ELAGEST h Sweden, both with Walker-GBJet for the 
manufacture of exhaust systems. 

This financial year has been marioed, above all, by the 
great success of the frlendy bid launched by Eda for 
Bertrand Faure fa December 1997. Merger of the two 
companies which Is planned to take place In 1998 wtU 
result fa a gobal group ranking among the five leading 





In ff mMon 

1977 

1996 

Automotive conponams 

• 9.121 

8. M3 

Light motorcyctes 

1448 

vni 

TOTAL 

10,549 

*453 

Automotive components 

630 

537 

Light motorcycles 

23 

52 

TOTAL 

653 

589 

income before Income taxes 

722 

612 

Taxes 

004) 

C1W 

Minority Interests 

C7U 

(54) 

Net Income for thayeer 

347 

364 

Net cash flow 

776 

798 

Industrial Investments 

C5DJ 

(419) 

sharetobfsns 1 equity (31.12) 

3490 

3,182 

Net financial debt twpius) 

02) 

196 

Vhkwrt December aist 

MOO 

3,600 


BERTRAND FAURE 


STRONG INCREASE IN 1997 RESULTS 


On Thursday March 5, 1998, the Board of Directors erf Bertrand Faure, chaired by Mr Daniel Dewavrin, 
Chairman and Chief Executive Officer, met to approve the Group's accounts for 1997. 
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i's non-core businesses has 
proved significantly in 

1997 to FRF 655.1 ntilHoa a 16.9% increase compared 
with 1996, due to so upturn in orders from die dvil 
aviation sector 


Consolidated net Income totaled ERE 425J8 tnOtion, 
up by 38.6% on 1996- 


FINANCIAL POSITION 
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Akbough luggage sales declined fa die first part of 
the fee; Ddsey recovered somewhat towards toe eod, 
Noomekss,atFRF 679-7 million, sales were down 3.8% 
compared vrith 1996. 
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BUSINESS REVIEW 


Coosolidaied sales in 1997 readied FRF 15^93-1 
million, a 146% improvement compared with 1996, of 
which FRF 14,522.0 ml H inn, or 91.4%, was derived from 


Conditions in ihe automotive marks improved hi 
1997. The North American economic drinaie was healthy 
and vehicle production in Europe rose by more than 4%, 
despite thf&culties in the French market. 

in this comest, despite Increased pressure on 
automotive seating sales rose from 12.6% in 1996 to 
15.5% ta 1997, 1.2% of which was due to fasonWe 
exchange cafes. 


RESULTS 

At FRF 1,052-5 million., operating income was 4l.l% 
dun in 1996 (PBF 746.0 millioa) representing 
6-5% of sales compared with 5-4% the previous 5 <at 

This growth has been achieved without cutting back 
on researdi and development expenditure. In 1997, the 
Group increased R&D spending by FRF 20.5 ntifflon to 
FRF 716.5 mfflkn, of which FRF 656.7 itnlBOd was spent 
on anuxiiodve seating (45% of sales). 

Currem income rose by 52.7% to FRF 982.4 mflBon, 
driven bf a further reduction in debt and by a off in 
financial expenses, which represented only 0.4% of sales 
in 1997. 

Netfflc^tiocai apmsein 1997 toeledERF 19LSmfflci], 
compared with FRF 77.8 tcaDiba fa 1996. K includes ' 

reSfoHfliring'Cnfilx lot mannfartn Tfag forififaK a* 

well as provisions for claims and litigation.- - 

The share of earnings front consanies axoonted for ■ 
by die eqiaiy method grew signfflcamJy from FRF 25.7 milHoa 
in 1996 to FRF 57.3 mBBoo. 


Cash flow amounted to FRF 1,145.6 million, more 

than cowering capital expenditure of FRF 772.9 milBon. 
The surplus, together with the net capital injection after 
dividends of FRF 362.5 million in 1997 (stemming 
particularly from ihe exercise of equity warrants issued in 
1996 )i considerably improved the financial structure 
of the Group in 199 7. As at December 31, 1997, 
shareholders' equity stood at FRF milBon before- 
appropriation of income while net financial debt 


to 0.5 at die end of 1997, indndbg obligations under 


DIVIDEND 


and 


Extraordinary Shareholders' Meeting to be held on 
April 14, 1998 to approve payment 'of a net d wrienri nf 


OUTLOOK FOR 1998 


on prices, ft would be reasonable to hope 
" in 1998. 
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RESTRUCTURING UNVBLED AS JAPANESE MOTOR GROUP WARNS IT WILL PASS DIVIDEND IN LIGHT OF DEEPENING LOSSES 
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MitsubisW Motors in cost-saving plan 


By Mdrtyo Nakamoto b) Tokyo 

Mitsubishi Motors, one of 
Japan's leading vehicle mak- 
ers, yesterday announced a 
wide-ranging restructuring 
to cut costs as it warned that 
losses in the current year, at 
Yliobn ($86 Lm), would be 
significantly larger than 
forecast. 

The company, which is to 
pass its dividend, said its 
strategy was as much to 
blame for its problems as 
weak domestic demand. 

"Our company is facing an 
extremely difficult point," 
Katsuhiko Eawasoe, presi- 
dent, said. He admitted that 
MMCs difficulties stemmed 
not so much from the slug- 
gish state of the domestic 
market but from its own 
misguided strategy. 

The company did not have 
a range of lightweight recre- 
ational vehicles to meet 
growing demand In Japan, 
allowing competitors to eat 
into its market shara 

“We were hurt more by 


the fall in our market share 
than by the overall fell in 
domestic demand," he noted. 
MMCs market share In 
Japan fell from 11.3 per cent 
in 1996 to 10.7 per cent last 
year. 

MMC, battered recently by 
a scandal involving illegal 
payments to a corporate 
racketeer, said consolidated 
net losses in the year to 
March would be YllObn, 
rather than the Y40bn it had 
forecast at the interim stage. 
At the pre-tax level, forecast 
recurring profits of YlSbn 
are now expected to turn 
into losses of Y60bn, on fore- 
cast sales of Y3,700bn, 
against Y3.900bn previously. 

This is the first time MMC 
has reported consolidated 
lasses and passed its divi- 
dend since listing in 1988. 

Last year MMC posted 
group pre-tax profits of 
Y9.5bn and net profits of 
YlL6bn on sales of Y3,672bn 
MMC does not expect to 
resume paying dividends 
until the year to March 2001. 



Problems aside, Mitsubishi ended this year's Parts-Dakar rally in first place Picture: A P 


The sharp downturn in the 
group's fortunes stems from 
a combination of falling 
sales in the depressed 


Japanese market, losses in 
Asia and other export mar- 
kets as well as the high costs 
of developing its fuel-saving 


gasoline direct injection 
engines. 

Overseas, the biggest blow 
was In south-east Asia, 


where it incurred a Y45bn 
loss due to plunging sales 
and a loss related to $500m 
in loans taken on by its Thai 
subsidiary. 

MMC is reviewing its prod- 
uct Une-up and Instituting a 
wide-ranging restructuring 
plan aimed at achieving 
Y350bn in cost cuts over 
three years. 

Costs will be cut by clos 
ing a truck plant In Thailand 
and a car plant in New Zea- 
land. In the current year, 
capital spending will be 
halved from about Y1.50(Jbn 
to YSObn. 

The group plans to halve 
the number of vehicle plat- 
forms tt produces from 12 to 
six, with a consequent reduc 
tion In its model range. 

It is also streamlining its 
man agement structure. This 
would entail a cut of more 
than 10 per cent in the num- 
ber of Japanese executives. 
Indirect personnel will also 
be reduced by 15 per cent. 
MMC said. Executives' sala- 
ries are also to be cut. 


North American pulp friction 


B owater's C$3.5bn 
(US$2.48bn) takeover 
offer for Canada’s 
Avenor this week was the 
latest move by North Ameri- 
can pulp and paper produc- 
ers to consolidate in order to 
improve economies of scale, 
cut distribution costs and 
regulate output. 

Companies such as 
Bo water, the US newsprint 
producer, and Abitibi-Con- 
solidated, the Canadian 
group that was trumped by 
Bowater's offer, have been 
pushed Into mergers and 
acquisitions by growing 
competition from low cost 
producers in the southern 
hemisphere and European 
companies strengthened by 
mergers and acquisitions. 

In Canada, Domtar moved 
last autumn to merge its ' 
packaging division with 
Cascades' container board 
operations to . form a joint 
venture that would benefit 
from the location of the two 
companies' mills and the 
mix cjf their products. 

Fletcher Challenge Canada 
sold its US coated paper 
facility last year and was 
looking to bolster its 
newsprint and groundwood 
speciality papers, operations. 

Arnold Nemirow, Bowater 
chief executive, said the 
Avenor offer - C$2.5bn in 
cash ot shares and C$lbn in 
debt - was a bid to 
transform his company into 


Canada: paper Industry capacity, 1997 
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a newsprint powerhouse. 

Bowater would become the 
world's largest newsprint 
producer behind Abitibi. 

The addition of Avenor’s 
C anadian miiia would .allow 
Bowater’s operations in the 
eastern US to focus on 
serving markets in southern 
states. The combination of 
their two newsprint 
operations in eastern 
Canada would give Bowater 
a platform for exports to 
tjWti America and Europe. 

The acquisition comes as 
Bowater negotiates with 
Halls, a South Korean firm. 
to buy a 250, 000-tonne 
recycled newsprint mill that 
would strengthen its 
position in Asia. 

Analysts applauded 
Bowater's move on Avenor 
and said competitors such, as 
Abitibi and Donohue, 
Canada's second largest 
newsprint producer, would 
benefit If the deal led to 
more price stability. The two 
Canadian newsprint rivals 
are expected to move quickly 
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to acquire cither competitors 
in the wake of Bowater’s bid. 

“Consolidation Js 
theoretically good for 
everyone. The odds improve 
that everyone will act 
responsibly." said one forest 
products analyst 
It was not immediately 
clear how Bowater’s 
acquisition would affect the 
North American pulp sector. 

Even after divesting one of 
Avenor’s pulp and paper 
mills in northern Ontario, 
Bowater would became the 
continent’s third largest 
producer of market pulp. 

That would position It for 
further deals in the 
fragmented sector. Bowater, 
declined to discuss plans far 
its pulp operations. 

In the short term, there 
would be few takers should 
Bowater sell its pulp 
business, given that prices 
have fallen due to a sharp 
drop in Asian demand 
Forecasts suggest the 
outlook for pulp prices will 
not improve until the third 


or fourth quarter of 299a 

In late 1S97 producers tried 
unsuccessfully to raise 
northern bleached softwood 
kraft pulp prices from 
US$810 a tonne to US$850. 
The softness of the market, 
however, sent NBSK prices 
down to about U$550 in the 
US and to as low US$515 per 
tonne in Europe. 

The drop in demand has 
compounded the pulp 
sector’s overcapacity 
problem, which has kept 
prices volatile and relatively 
low throughout mast of the 
1990s. The growth af North 
American market production 
capacity is -forecast to end 
next year. 

Capacity rose more than 
14 per cent in 1992, but 
growth has been in steady 
decline ever since, according 
to UBS Securities. Canada’s 
pulp producers have not 
been so restrained since the 
late 1970s and companies 
appear to be shifting their 
emphasis away from 
capturing market share 
through building new 
production facilities. 

The trend is clearly 
towards buying capacity, 
rather than building it But 
in the unstable pulp sector, a 
bleak price outlook will 
likely dissuade companies 
from moving too quickly 
toward consolidation. 

Scott Morrison 


Atel and EGL 
set up power 
spot market 


By Mflffiam Hall In Zurich 

Switzerland's importance as 
a European hub for electric- 
ity trading is expected to 
grow following the decision 
by two of Switzerland’s big- 
gest electricity producers to 
establish the first daily spot 
market price index in conti- 
nental Europe. 

Aare-Tessin Electricity 
(Atel) and Laufenberg Elec- 
tricity (EGL), in conjunction 
with Dow Jones, the US 
financial media company, 
yesterday started publishing, 
a daily Swiss electricity 
price index (SWEF). It will 
be a daily index of the 
wholesale spot market elec- 
tricity transactions settled in 
Switzerland and is expected 
to became a benchmark for 
other countries that trade 
electricity with Switzerland. 

Switzerland, through its 
position at the heart of 
Europe and its ample 
reserves of hydro-electric 
power, plays a disproportion- 
ately important role in 
Europe's industry for a coun- 
try of its size. Although it is 
not a member of the Euro- 
pean Union, the Swiss 
national electricity grid is 


part of the Western Euro- 
pean network. 

In 1996 Switzerland gener- 
ated 53,400KWh of electricity 
but imported another 
33,500KWh and exported 
34,400KWh. France exports 
surplus electricity to Swit- 
zerland, while Italy is a large 
importer of Swiss electricity. 
Swiss reserves of renewable 
power mean It can be used 
as a transit point to meet the 
peaks and troughs in elec- 
tricity demand in neighbour- 
ing countries. 

The lion's share of the 
trading is carried out by Atel 
and EGL and they expect the 
volume to increase as 
Europe’s electricity market 
is deregulated. Atel is Swit- 
zerland's largest electricity 
producer and EGL, has 
become the physical 
exchange point for trading 
activities. 

Karl Imhof. Atel's head of 
energy management, said 
the prices of electricity are 
much more volatile than 
prices of oil and gas. Last 
year the price ranged from 
above SFr40 per mega-watt 
hour to below SFr25 per 
mega-watt hour in the sum- 
mer. 


Four bidders vie for South African airports 


By Victor MaHet 
In Johannesburg 

Four international airport 
groups submitted bids for a 
stake in state-owned 
Airports Company South 
Africa by the deadline on 
Monday, the South African 
transport ministry 
announced yesterday. 

They are Schiphol of the 


Netherlands, Aeroporti di 
Roma of Italy, BAA of the 
UK and a joint 
German -Canadian venture of 
Frankfurt and Montreal 
airports. 

Milan airport operator 
Assaeroporti dropped out 
after its involvement In a bid 
for a concession In 
Argentina. 

The successful bidder will 


acquire 20 per cent of Acsa 
and an option to buy a 
further 10 per cent in the 
future. 

The government says the 
whole company is worth 
more than R2bn (S402m). 

Government officials, 
advised by Deutsche Morgan 
Grenfell, will evaluate the 
bids over the next two weeks 
along with Acsa managers 


and trade unionists. 

They hope to complete the 
deal by April 

After choosing an 
international partner, the 
South African government 
plans to offer 10 per cent of 
Acsa to black Investors, 10 
per cent to the National 
Empowerment Fund and 9 
per cent to management and 
employees. 


Mac Maharaj, South 
African transport minister, 
said the bids from four 
significant operators 
demonstrated the “exciting 
potential" of Acsa. 

The tourism market was 
expected to grow strongly 
and there was scope for 
developing retailing and 
property interests, he said. 

Other privatisations have 


been proceeding slowly. 

This week trade unions 
suspended their 

participation In a committee 
to restructure Transnet, a 
state-owned transport 
company. 

They objected to plans by 
South African Airways to 
lay off employees and to 
government adviser fees on 
the restructuring. 



BNL to improve 
balance sheet 
before sell-off 


NEWS DIGEST 

CREDIT CARDS _ — — 

AmexCo in joint venture 
with Credit Suisse 

American Express. ft, 

Suisse. Switzerland s ^^^^npany. They have agreed 
zertand's second biggest Switzerland 
to combine ft* oj|* 1 about 13 per cent of 
In a joint venture which n expect 

the Swiss market. f>o«Btfons such as process- 

T*e pirn venture r 150 employees 
ing, product design and Suisse will be transferred to 

from American Express to .start operat- 

control almost a third of the S ®s _ _____ ExprBSS pooled 
JJXSS: '^ZeOons ^J M |o)nt venture wftfi a 
European bank. WiHfam Hall, Zurich 

OIL AND GAS 

Yukos, Sibneft set up vehicle 

Russian oil companies Yukos end SI bne^ wHch £ men* 

into Russia's largest oil producer, have registered a new hiding. 

YuksJ oil company. Yukos said yesterday- wimotex 

The flnst stage of the merger, the basis for fotureconipwx^ 

integration, was completed on Mar ^> 

by leaders of both oil companies, with the registration of YuksJ, 

a statement said. . . 

YuksJ officials have said that the main ^ar^ioWere of Yukos 
and Sibneft will swap shares for those of Yuksi 
shares will be Issued and swapped for Yukos and Sibneft shares 
held by minority shareholders. Reuters, Moscow 

Bouygues Offshore gains 

Bouygues Offshore, the French oil and gas contractor, has 
reported a small advance in annual profits fuelled hy agin on 
the sale of Its Mexican subsidiary. Net income for 1997 edged 
ahead to FFr246.9m ($40.3m) on sales of FFr4. 98b n, from 
FFr241 m on sales of FFr3.78bn a year earlier. Last year's figure 
included FFr51 .8m of non-recurring income from the Mexican 
sale and insurance proceeds relating to damages Incurred In 
1992 in Angola. The 1996 figures included only FFr5.4m of non- 
recurring income. By contrast, financial income fell from 
FFiil 9.6m In 1 996 to FFr49.6m. 

Gross profit rose from FFr609.1 m to FFr6// -5m, in spite of cost 
overruns and special provisions relating to an Australian project 
Net Income per share reached FFr14.52, against FFr14.18. A net 
dividend of FFr3.80 a share is proposed. The company is 60 par 
cart-owned by Bouygues, the French construction and communi- 
cations group. David Owen, Paris 

TOBACCO 

Tabacalera in 5-for-l split 

Tabaoalara, the Spanish tobacco group, plans to split the value of 
its shares by five to make them mote attractive to small Investors 
in preparation for full privatisation next month. The announcement 
coincided yesterday with the start of a protest campaign by trade 
unions against the sell-off. 

Cdsar Aliena, chairman, who has set a target of bringing in 
300,000 small shareholders In the privatisation, will propose the 
5-for-l split at the annual meeting on March 31 . The global offer-. 
Ing of the state's 52.4 per cent holding, expected to total about 
Pta300bn ($1 .B4bn), Is due to Include a discount for rata If Inves- 
tors. 

The group Is the latest In a series of Spanish companies, led 
by the principal banks, which have announced share splits In 
recent months. The move, which will reduce the face value of 
Tabacalera shares from Pta5O0 to PtaUX), was widely expected, 
although analysts were forecasting a more modest 3-foM or 
4-for-1 split David White, Madrid 

KAZAKHSTAN 

Tractebel resumes operations 

Belgian utility Tractebel confirmed its bitter rift with the Kazakh 
government had ended and the company’s assets had been 
handed back. 

settlement reached at a meeting last week between Kazakh 
President Nursultan Nazarbayev and Nicholas Athqrinos, chab^ 
man of Tractebaj's activities In Kazakhstan, meant full operations 
had now resumed, Tractebel said. 

■J™* *2,!Li PaBt *"!? no * 0nd TractebBl control of 

its [gas pipeline] concession which It can run In a frea wav ■ Mr 
Atherinos said. Tractebel, which plans to fn£«L£ ft? fflJt 

10 5ofQrinth0 torner Soviet republic, found Its 

«■ access to infrastructure assete 
blocked after the row erupted last month. Reuters, Brussels 


By Paul Betts fai Milan 


Baoca Nationals del Lavuro 
(BNL), the Rome-based com- 
mercial bank, plans to clean 
up its balance sheet and 
reduce its workforce ahead 
of its privatisation later this 
year. 

The “house cleaning” oper- 
ation, part of the bank's 
efforts to Increase transpar- 
ency, is expected to involve 
provisions of more than 
L2,000bn (Sl.lbn) to cover 
Interest on delayed pay- 
ments and other doubtful 
loans. Many of these were 
caused by the losses 
incurred by BNL's US affili- 
ate in Atlanta in the 
Traqgate’* scandal. ' 

The Italian Treasury has 
also appointed JJP. Morgan 
as BNL's privatisation 
adviser with the task of iden- 
tifying partners to help BNL 
strengthen its competitive 
position in the consolidating 
European hanking industry. 

. The Treasury is under- 
stood to be hoping to privat- 
ise BNL in June or July 
through a combination of a 
private placement and a pub- 
lic offer to institutional and 
private investors. The priva- 
tisation would be followed in 
October by the merger of 
rVv* 


currently jointly controlled 
by Ina, the privatised insur- 
ance group, and BNL. 

Although the merger 
would create a significant 
Italian banking gro up , the 
Rome bank is also anxious 

to mrpawH ttS him king and 

financial partnerships to 
compete against the new 
banking concentrations now 
being forged in Italy. 

These include the pro- 
posed merger between Zsti- 
tuba San Paolo di Torino and 
nfl, the Rome-based banking 
concern, and the recent 
tie-up between Ambroveneto 
and Caripto, the savings 
bank. 

Ina has already indicated 
it intends to become a domi- 
nant shareholder in the new 
BNL-Barco di Napoli group. 
However, BNL and J J. Mor- 
gan are anxious to keep the 
field of possible alliances 
open with a view to finding 
partners to help BNL's 
longer-term development 

While Ina is the favourite, 
analysts yesterday suggested 
that the insurer could also 
be joined by another leading 
financial or banking group 
as the core shareholder of 
the privatised BNL. 

The Treasury currently 
owns 85 per cent of the 

" W — 


Speed and nimble footwork push ECI on to the fast track 

The Israel-based maker of telecommunications equipment says its small size can be an advantage, writes Avi Machlis 


eaTafecom 

-iferinooMrcfc* 


W hen the European 
telecommunications 
market opened to foil 
competition at the beginning 
of 1998. across the Mediterra- 
nean an load-based equip- 
ment manufacturer called 
Ed Telecom was preparing 
to profit from deregulation. 

ECI has set its sights on 
new telecommunications 
providers expected to begin 
buying eaulMneot in the sec- 
ond half of 1998. Although 
ECI is small compared with 
com pe tit ors such as Alcatel. 

Siemens and Mitsubishi, the 
company says its size can be 
a strategic advantage. . 

"We have much smaller 
fi n an cial resources and fees 
political clout than our com- 
petitors," says Mlti&pl 
Shalit, BCI’s vice-preSldfent In Asia and in eastern 
for new business develop- Burope, ECI has played a 
meat "But we are taster- "+j«Je helping emerging auu> 
moving. Our strategic •dvw*--»k®t countries to upgrade 
tage is excellent technology*, /their telephone systems at 
speed to market and aggn*- relatively low cost. But 
sftre selling." , - .'investors* concern over ECFs 

Last year, fast-moving -^exposure to Asia has 
profits confirmed ECTfef. depressed its shares, which 
proven track record. Net : *!* traded on Nasdaq in New 
income jumped 30 pa: cent £ ,Yort. The shares dropped 
from 3101.5m. or $144 a^from more than $3$ last 
share in 1998, to $132.4m. .ot ^October to as low as S2SK in 
$1.73. in 1997. Revenues rode' January. 



15 per cent from $58&7m to. 
$677, 7m over the MSB* 
period. 

Exports accounted for » 


The shares were trading 
yesterday at about $ 28 , about 
the price Koor industries. 
Israel's biggest bolding cam- 


per cent of reventWr with^: recently agreed to pay 

per cent, to Bnropfit' : #$- p 19 L5 per cent of ECI and 
cent to North America and control of its board in two 


Analysts project the 

could exceed $35 as Asian 
worries dissipate. 

David Rubner, ECI chief 
executive officer, dismisses 
market rumours that ECI 
will now be forced to join 
forces with Root’s other tele- 
communications holdings as 
“ridiculous speculation". 

He insists that concerns 
over ECI's Asian operations 
are unjustified since about 
65 per cent of its sales to the 
region are in China and the 
Philippines, which have not 
yet been swept up into the 
turmoil. 

“We are obviously keeping 
our fingers on the pulse and 
giving far more scrutiny to 


he said. “But we do not see 
any slowdown In demand In 
China and the Philippines, 
and we have also been able 
to Increase our share of busi- 
ness in North America." 

In spite of Asian worries, 
analysts say profitability is 
growing at an impressive 
rate. Gross profit margins 
climbed from 483 per cent in 
1996 to 53 per cent in 1997 
and 57 per cent in the fourth 
quarter of the year. 

“This seems to have been 
a transition year for ECI in 
obtaining these levels of 
profitability and they are 
well equipped to continue 
growing," said Keith 
Phillips, analyst ac Society 

.... V 


fairly wide range of prod- 
ucts. making them a one- 
stop-shop in an industry tfcat 

is booming.** 

Part of that boom is attri- 
buted to the Internet. Grow- 
ing demand for Digital Cir- 
cuit Multiplication Equip- 
ment (DOME), which allows 

telecommunications provid- 
ers to compress telephone 
calls, has been fuelling ECI’s 
growth. 

ECI was the first company 
to squeeze 10 telephone calls 
into the space that one nor- 
mally uses with no loss of 
quality. It boasts about 30 
per cent of a $30om global 
market for DOME equip, 
mant, which is becoming an 


telecomm uni cati 
ers as internet us 
phone lines with 
Other products 
designed specific 
get potential nev 
providers. Mu], 
example, allows i 
sion companies 
telephony servfe 
their networks. 

ECI has already 
SlQQm contract ft 
uct from Telenet 
and hopes new de 
such as these « 
“ost growth on ; 
uct lines. 

A s a relath 
Player, ECl 
much more 
research and de 
spending - a Q n £ 
greater success r 
products - than i 
tors, because of 
resources. 

r,?k far \ acc °rd 
Rubner, that has 

aH^ andicap - “ w e 

Position 
m the market b’ 
feting what i 

S“. need ■» a* : 

h*? e also believe 

Potion in count* 
F 5’ rs ‘ “Once thi 

get their ac 
Jhey must move 
he said. "rk a *v 
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< ^1N ON THE DISPOS AL OF NU-TONE, WHILE 1997 PROFITS HE LD BACK B Y ItTTEGRATION OF CH UBB 

Williams makes $243m disposal to Nortek 

By Reger Taylor . ... . M. . • 


By Roger Taylor 

Williams, the former 
conglomerate, yesterday 
embarked on the final ph ? < ff » 
of its transformation into a 
security and fire protection 
group by selling its Nu-Tone 
US building materials opera- 
tion for' $242^m. 

The sale is the first step in 
a plan, to dispose of its entire 
Home Improvements divi- 
sion which, includes well 
known brands such as 
Cuprinol, the wood preserva- 
tive and PolyfOla. the plaster 
filler. 

No-Tone, which a 

range of products including 
door chimes, exhaust fans 
and bathroom cabinets, was 
bought by Nortek, with Wil- 
liams registering a net 
exceptional gain on the deal 
of $70xn. 

Analysts said Nu-Tone had 
been sold for more than 
expected. They estimated 
that the Home Improve- 


RESULTS 


tnents division, which con- 
tributes about one third of 
profits and sales, could be 
worth up to £900m including 
Nu-Tone. It had sales of 
£598m and operating profits 
of £89m last year. 

Sir Nigel Rudd, rhairmnyy 

said Williams had already 
received expressions of inter- 
est in the remainder of the 
division which consists 
largely of paints and coat- 
ings businesses. He said it 
owned some very strong 
brands and some “unassaQ. 
able market positions” 
which would be of great stra- 
tegic value to competitors. 

Sir Nigel said disposals 
would dilute earning s but 
said the company would 
seek to mitigate t his by 
using the cash either to' buy- 
back shares or make acquisi- 
tions. 

W illiams will ask share- 
holders to authorise a buy- 
back of up to 10 per cent of 
the company’s shares later 


this month and will per- 
mission for further buy- 
hacks if needed. 

Roger Carr, chief execu- 
tive said Williams would not 
he rushed into sales. u We 
have not reason to sell 
except to create value. 
Whether it takes a month or 
a year to sell these busi- 
nesses is not important. 
Value is what matters.” 

Williams shares rose 22p 
to 4i0p. close to their all 
time high of 4l2p achieved in 
1994. The shares have suf- 
fered in recent years from 
disappointing performance 
and from investor scepticism 
at plans to recreate itself as 
a security and fire protection 
company. The shares fell 
below 300p last year. 

Mr Carr said that US 
investors had shown grow- 
ing interest in Williams and 
had substantially increased 
their holding in the com- 
pany. The percentage of Wil- 
liams shares in US hands 


had risen from 3 per cent to 
14 per cent over the last 
year, he said. • 

He added that last year's 
£l.Sbn acquisition of Chubb, 
the security business, was 
performing in line with 
expectations and would help 
file group achieve its target 
for higher levels of growth. 

The integration of Chubb 
resulted in a restructuring 
charge of £35m, which held 
back 1997 pre-tax profits to 
£254m. against £340m in 1996 
which benefited from £97m 
profits oo disposals. 

Sir Nigel defended Wil- 
liams’ history of acquisitions 
and disposals, saying that he 
did not believe the company 
had ever sold a business at a 
loss. 

Williams said the Nu-Tone 
disposal was conditional 
upon clearance by the US 
competition authorities but 
it expected to complete the 
deal within 45 days of clear- 
ance being given. 



Roger Cam wiD not rush into 


Trevor Humphries 
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Norwich Union 
in 11% advance 


By Christopher Browa-Humes 

Norwich Union yesterday 
closed its first year as a 
quoted group, by reporting 
steady underlying profits 
growth and proclaiming its 
determination to remain 
independent 

Bid speculation has sur- 
rounded the group since last 
June’s flotation, with Bar- 
clays. Lloyd's TSB and Hali- 
fax all mentioned as possible 
predators. But Richard Har- 
vey, chief executive, said: 
“Norwich Union has a 
strong and independent 
future. We don't have to look 
for a merger to create size.” 

He said the group was con- 
sidering expanding its fledg- 
ling hanking activities, but 
was not specific. It also 
wanted to expand overseas, 
building its presence in 
countries where it is already 
active. 

The company wants share- 
holder approval to buy back 
Shares, leading analysts to 
suggest it aims to gear up its 


balance sheet. It also dis- 
closed that 153,000 people 
had still to claim 5im shares 
from last year’s flotation, 
worth £260m ($434m) at last 
night’s closing price of 510p. 

The shares closed down 5p 
yesterday, but have risen 75 
per cent from last June’s 
290p flotation price. 

Norwich Union lifted oper- 
ating profits 11 per cent to 
£627m, against a pro-forma 
£567m, while pre-tax profits 
rose to £722m (£612m). The 
figures are adjusted for the 
impact of a French reinsur- 
ance treaty in 1996. 

The improvement reflected 
cost-cutting that offset a 
squeeze on margins for new 
UK business, and - most 
markedly - a recovery in the 
group’s overseas operations. 

Te chni cal profits, which 
exclude investment income 
and gains, rose to £583m 
(£492m). General insurance 
profits climbed £58m (£53m\ 
despite competitive market 
conditions and a plunge in 
motor profits to £26m (£48m). 
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Birmingham Midshires 


Halifax 

Share pries shoe tioteflon reWvu to. 
tteFTSt Banks index 

ids = : 
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Start with the uncontrover- 
sial Bir mingham Midshire's 
members are thrilled by Hali- 
fax's decision to gatecrash 
the cosy summer party 
arranged last August by their 
management and Royal Bank 
of Scotland. Less clear is who 
else should be celebrating. 

For Halifax shareholders, the 

prospect of snapping up Mid- 
shires is a fairly under-, 
whelming event. This is cer- 
tainly not the big acquisition 
supporters were hoping for. 

Nor does it take them any 
closer to developing their 
non- traditional business in 
areas like insurance, 

long-term savings and consumer credit. But even if not 
exciting, consolidating a core business is a respectable 
motive, and at a multiple of about 16 times last year's 
ftamings Halifax looks to be paying a reasonable price. 

Technically, of course, Royal Bank still occupies prime 
position. But since Midshires will not he able to recommend 
a deal so patently flnanHaiiy inferior to Halifax 's offer to its 
members, no amount of standing on ceremony will win 
Royal Rank the deal It will either have to improve its offer 
considerably, or withdraw. Neither looks particularly palat- 
able. Given commitments made not to adopt a “slash and 
bum” policy, it would be hard put to improve on Halifax’s 
offer and still make the deal pay. But in this case a com- 
mendable desire not to overpay may be difficult to separate 
from an inability to pay. The latter conclusion, of course, 
raises uncomfortable questions about Royal Bank’s ability to 
maintain its independence. 


Legal battle draws 
closer for Midshires 


By Christopher Brown-Humes 

A legal battle was looming 
over the future of Birming- 
ham Midshires yesterday 
after the Royal Bank of Scot- 
land insisted its £630m 
($l~05bn) offer for the build- 
ing society was “binding”. 

The Scottish bank said it 
would not raise its price, 
even though a £780m rival 
bid from Halifax is worth 
£l50m - or about £150 per 
Midshires member - more. 

RBS said: “Birmingham 
Midshires entered into a 
binding agreement with 
Royal Bank on 12 August 
1997 in relation to the bank's 
offer for the business of Bir- 
mingham Midshires. Royal 
Bank and Birmingham Mid- 

shires continue to work 
together towards submitting 


Royal Bank's proposal to 
Midshires' members as soon 
as possible. Royal Bank 
reserves all its rights under 
the agreement” 

One commentator said: 
“You can almost hear the 
sound of lawyers rubbing 
their hands." 

Analysts said RBS was try- 
ing to keep its deal on 
course, while aware that it 
lacked the deep pockets of 
its rival. RBS hopes the non- 
price elements of its deal 
will carry the day, including 
guarantees covering Mid- 
shires’ independence, brand 
retention and jobs. 

Midshires said it had to 
put the RBS offer to its l.lm 
members but did not have to 
recommend it. RBS would 
not say whether its under- 
standing was different. 


NEWS DIGEST 


ELECTRICITY 


Texas may enhance 
offer for Energy 

Texas Utilities has been given the go-ahead by the US S ecuri ties 
and Exchange Commission to make an enhanced share offer as 
part of its £4,45bn ($7.43bn) bid for Energy Group, the UK's larg- 
est electricity supplier. Texas Is offering the equivalent of 865p of 
its own shares for each Energy share. The offer, however, applies 
for up to only 20 per cent of the British group’s equity. 

The share alternative, which may appeal to arbitrageurs, com- 
pares with Texas's B40p cash offer test week. Recent purchasers 
of Energy Group shares, which have included Mercwy Asset 
Management, are already sitting on handsome profits following 
rival bids for Energy by Texas and PacifiCorp- 

Details of the Texas Wd were contained yesterday in the offer 
document This reported that the combined Texas and Energy 
businesses - Jess Peabody Coat which is to be sold for $2.3bn 
to Lehman Brothers Merchant Banking - generated operating 
income last year of$2.B5bn from revenues of S14.54bn. Earnings 
per share would have been S2.95 according to Erie Nye, Texas 
chairman, making the deal earnings enhancing. 

Fees awed to merchant bank advisers, meanwhile, are continu- 
ing to rise. PacifiCorp, which has still to decide whether to make 
a further offer, has already spent $100m pursuing Energy. Texas 
has, accortfing to the offer document, spent Sl9m on fees to 
Lehman Bros and Merrill Lynch, its merchant tank adviser.^ 

Biergy Group shares were unchanged at 839p- Andrew Taylor 

MINING 


Ashanti looking to buy 

Ashanti Goldfields plans to take advantage of the damage done 

HSterrtning wZton comprt- »»•«"# 
by 'acquiring some of their projects In Africa. S»J Jonah, ^n- 
XSef executive, said on a visit to London that iwhad been 
!™™!ohed tav several mining -juniore- who were finding rt 
Increasingly difficult to raise money to 

is also considering possible Jo.nt ventures, where rt 

in a object In mtun, #»■ ™»' *° 

wo ago m ^ponseto 
-.W.ow^gold price, otajn thevjew** " nonB 

Asharrtl'a ^ 

the uo, /vnea w . focusing on more standard cor- 

to assessing mlnhg invest 
Andrew Edgecflffe-Jo** nson 

health care - 

Transworld’s Healthcall bid stalls 

^Srjsr«. 

company private- ^ HCMS tod was yesterday after- 

Tie HC MS d* vaues 01 

£50.1 m (S83-7m). steQ<!\ said Transworld “that we 

Susanna Voyte 


BBA has 
£400m to 
spend on 
purchases 

By AfMfrew EdgecHTe-Jahnson 

Roberto Quarts, chief exec- 
utive of BBA, said yesterday 
the engineering group had 
up to £400m ($668m) to spend 
on acquisitions as it bolted 
on a £2L2m business to build 
up its aviation division's 
European operations. 

He announced the acquisi- 
tion of H+S Aviation, a 
group that overhauls and 
repairs corporate and 
regional aeroplanes, based in 
Portsmouth on England's 
south coast. Its leading posi- 
tion in Europe would com- 
plement BBA's 30 per cent 
share of the US overhaul 
market, be said. 

However, reporting 1997 
pre-tax profits of £156. 7m 
<£142.lm), Mr Quarta 
stressed that organic growth 
would be as much a feature 
as acquisitions. 

BBA delivered 6 per cent 
organic sales growth last 
year. It had raised its growth 
target to 6-8 per cent in 1998 
and expected "an additional 
ramp-up in 1999 and 2000", 
he said. 

Mr Quarta will fly to 
South America next week to 
examine potential acquisi- 
tions and greenfield opportu- 
nities for the non-woven fab- 
rics business and the friction 
materials division. This 
makes braking systems for 

cars and the rail market. 

Hie Brazilian automotive 
industry was recovering 
after an extremely difficult 
year, he said. “We need to be 
there because our customers 
want us there.” 

BBA is also hoping to fol- 
low its customers into the 
Chinese and south-east 
Asian markets, where it 
expects rising consumer 
demand to fuel interest in 
the absorbent material prod- 
ucts for nappies and sanitary 
towels made by the non- 
woven division. 

BBA is still negotiating 
the sale of its Ajax M ague- 
thermic specialist electrical 
division, which is expected 
to fetch £65m or more, hut 
Mr Quarta said there was no 
rush to sell H. 

The group has spent £20m 
on productivity programmes, 
from which it expects 
annual benefits of £8m 
within two years. 


Halifax pic 
5500,000,000 

Floating rate notes 
March 1999 

Notice is hereby given that 
the notes will bear interest 
at 7.5156% per annum 
from 9 March 1998 to 9 June 
1996. Interest payable on 9 
June 1998 will amount to 
5189.43 per 510,000 note and 
51.894.34 per 5100,000 note 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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Tbe FT can help you reach 
additional business leaders in 
France. Our link with the French 
business newspaper. Les Echo*, 
gives you a unique recruitment 
advertising opportunity to 
capitalise on the FTs European 
readership and to further twgei 
the Proncb business world. 
For information on rates and 
further details please telephone: 

Toby Finden-Crofts on 
+44171 8734027 


PUBLIC NOTICES 


SCOTTISH PRIDE LIMITED 
(IN LIQUIDATION) 

Refjetmd Office 
24 BtjUuwoexi Shuars, Gbage* 

Formerly trading fan: 

190 Htla Siren, Goran. Glatgow aad attar tocahtms 

SCOTTISH PRIDE FOODS LIMITED . 

. (IN LIQUIDATION) 

Rcgbtcnd Office and ftam erfr operating fan: 

190 Btin Strtri, Go***. Ghagtr* 

We, Roger A Puwdrill. 39 St Vmeert Place. Glasgow Gl 2QQ and Nicholas J 
Dugan, I Stonecutter Street, London EC4A 4TR, hereby give notice that we 
were appointed Joint hnrrira liquidators of Scottish Pride Limited and SctxtiA 
Pride Foods t Jrr+>+ on 20 Refectory 1998 by tmerioanor of the Lad Ocdmwy 
at the Court of Session. 

Notice » also given punuant to Section 138 of the Insolvency Act 1986 and 
Rule 4.12 of the Insolvency (Scotland) Rules 1986. that the fait Meetings of 
Creditors of the Companies will he held within The Merchant* HaO. Merchants 
House. 7 West George Street. Glasgow on Monday. 30 March 1998 at 1 U00 am 
and 11.05 am respective) y for the purpose of choosing • Liquidator and 
determining whether to establish a Liquidation Committee. The meetings may 
also canider other resolutions referred to in Rule 4. 12(3). 

A resolution at die meetings b passed If a majority hi value of .those voting vote 
in favour of it. 

A cre di tor will be entitled to vote at tbe meetings only if a claim has been 
lodged with me * the meetings or before the meetings a! my office and h has 
been accepted for voting purposes in whole or in part. Fcr the purpose of 
formulating claims, creditor* sboukl note that the dale of commencement of the 
Liquidations b 23 Jaooary 1998. Proxies may also be lodged with me at the 
meetings or before the mectingi at my office. 


Roger Powdrill 
Interim Liquidator 

Deloinc A Touche 
39 St Vincent Race 
Glasgow GL2QQ 

5 March 1998 


CONTRACTS & TENDERS 


MILAN COURT OF JUSTICE 
Bankruptcy of Pesclaudio spa Liquidation no. 62520 

The bankruptcy recefvsrs are seeking tendere for the cession of the intftstrial plant situated hi Fomtia (LT), 
tocaflty Penllro, sx. 830 ■ km 29.500, formerly property Ot Blue FWi spa tateT incorporated Into Pesdaudta spa. 

The plant indudea: 

O Machinery for the preparation and preservation, by means of freezing, of ref ting products, as wefl as other 
generic equipment valued a LtL 5.684.01 0.000. 

G Land area of 53,000 sqm. with covered Industrial txjftfinjjs of about f 3.000 eq.m, as .wao as purification 
plant, valued at LtL 6^38,440,000. 

Therefore, the total value of the Industrial plant Is to UL 1 2,023.050,000. 

The c e ss ion can also take place try means ol prior location of the above-mentioned hxfostrid plant, with the 
undertaking to particqjaJe in the siirsequent lender. 

Preference will be given to tonnnmrc who offer lb flive precedence to the employment ol staff at present In CIGS 
(130 people) until 13th March 1998. tor whom mobility procedures are underway. 

Those wishing to tender or showing an interest should contact tho receiver efireeffy no later than 20!h April 1998: 
Dr Alfredo Ravo, Via F. Turati 26. 20121 Milano, Italy. TeL +39S2/290G2079 - Fa« -rdffl2A3582658. 

A copy of the appraiser's estimate of the Industrial plant with translation fn English, is svaiabfs at the receiver's 
office. 

ft ie possible to visa the plant upon receipt of a written request, also by lax, addressed to the receiver. 

The Judge Delegate, having received the offers, will provide Information as to the tender. 
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INTERNATIONAL CAPITAL MARKETS 


Germany leads European sector higher 


JGB yields fail to record low of 1.555% 


QQVHINMBfrBtWpS 

By Vincent Boland In London 
and John Labate in New York 

Government bond markets 
continued to rise yesterday 
in a quiet trading session, a 
lack of real market-moving 
news being the only factor. 
Early gains in Europe were 
not undermined by a lack- 
lustre US opening, though 
markets ended closer to the 
bottom than the top of a nar- 
row trading range. 

European markets were 
led higher by GERMAN 
BUNDS, which continued to 
rise after breaching a key 
technical level earlier in the 
week. Bans Tietmeyer, 
Bundesbank president, reit- 
erated the favourable eco- 
nomic background at a Fran- 
co-German summit, which 
supported sentiment 


Institutions have been 
heavy buyers of bunds on 
any recent weakness, which 
bas enabled them to outper- 
form US Treasuries. ' The 
June bund future settled In 
London at 107.S5, up 0.21, 
having reached 107.44. DTB 
trading volume was modest 
at 264,000 contracts. 

Analysts are debating how 
much room there is' for fur- 
ther outperformauce. 

David Knott Europe strat- 
egist at Deutsche Morgan 

Grenfell, said most of Ger- 
many’s good economic news 
was now In the market, espe- 
cially as another rate rise 
could not be ruled out later 
this year. 

He said: “I can't see any- 
thing on the domestic side 
that would drive yields 
lower. One would have to 
argue that the Bundesbank 
will not raise interest rates 


Japanese government bond 
yfetcfs M to a new low 
yesterday amid mounting 
concern that a succession of 
economic stimulus packages 
would be insufficient to boost 
the country’s ailing economy, 
writes Vincent Boiand. 

The yield on the benchmark 
No 182 bond ended the day In 
Tokyo at 1.555 per cent its 


before the end of 1998 for 
more to happen to bunds. 
The yield curve is still say- 
ing the Bundesbank will 
raise rates:" Such a move is 
unlikely to come until the 
second half of 1998. 

UK GILTS had a quiet ses- 
sion and gma h gains 

as investors focused on next 


lowest close, having been down 
■ to 1.54 per cent at one point 
during the day. 

JGB prices have risen sharply 
In recent weeks as the 
economic stimulus packages 
were unveiled. Investors believe 
the initiatives, which Involved 
Increased deregulation with 
modest tax cuts, will not do 
enough to boost economic 


week's budget and data 
showing a smaller rise than 
expected In February retail 
sales - numbers closely 
watched by the Bank of 
England. 

The June gilt contract set- 
tled just & higher at 107% in 
quiet Liffe trading, with 
62,000 contracts exchanged 


growth and stimulate domestic 
demand. Critics, Including the 
US. have called for more tax 
cuts. 

The latest package - the fifth 
- was put forward at the 
week-end by an official In the 
ruling Liberal Democratic party 
and cans for spending of up to 
YIO.OQObn, mainly on public 


The spread over 10-year 
bunds widened three points 
to 116 basis points. 

US TREASURIES fell in 
early trading. By mid- day 
the 30-year bond had slipped 
£ to 1Q2&, yielding 5.966 per 
cent The two-year note was 
unchanged at 993. yielding 
5550 per cent and the 10- 


year note lost A to 9S J « to 
yield 5 jS 66 per cent. 

Non-farm productivity 
rose 1.6 per cent in the 
fourth quarter of 1997. a 
downward revision from the 
previously reported 2 per 
cent gain. Unit labour costs, 
meanwhile, were revised 
higher to a 3.5 per cent 
growth rate. Productivity for 
all of 1997 was reported to be 
rising at a 2.J per cent rate. 

“We’re under a bit of pres- 
sure due to the productivity 
revisions." said David Ging, 
at Donaldson. Lufkin & Jen- 
rette. 

Some flight-to-quality buy- 
ing, brought on by increas- 
ing uncertainties In Indon- 
esia. lent some support to 
morning prices. 

Oil prices, which hit a 
Four-year low on Monday 
and helped to boost bond 
prices, bad also stabilised. 


works. 


World Bank launches 
$4bn five-year jumbo 


nim^Tipi^MNDS 

By Edward Lucs 

After a long gestation period 
and extensive consultation 
with investors, the World 
Bank launched its $4bn 
jumbo bond yesterday. 

The rive-year offering, 
priced to yield 14 basis 
points over the Treasury 
benchmark, proved popular 
with central banks in Asia 
and loading funds in Europe 
and the US, said officials. 
Lead-managed by SBC War- 
burg, Goldman Sachs and 
J JP. Morgan, the bond will be 
priced this afternoon. 

SBC Warburg said the size 
of the offering gained the 
borrower a one or two basis 
point advantage in its yield 
spread. However, unlike 
F anni e Mae, which has 
issued two $4bn bonds this 


year, the World Bank is not 
committed to m aintaining 1 a 
liquid yield curve. 

"This is a one-off liquid 
bond which will still be 
actively traded three years 
from now.” an official said. 

ALLIANZ, one of Ger- 
many’s leading insurance 
groups, yesterday launched 
the largest ever corporate 
bond denominated in 
D-Marks. Proceeds from the 
DM2bn 10-year offering, 
priced to yield 30 basis 
points over bunds, will go 
towards its acquisition of 
AGF, the French Insurer. 

Last month Allianz issued 
a convertible bond. 

An official at Dresdner, 
one of the lead managers, 
said the Issue tightened to a 
spread of 285 basis points 
after launch. 

“If it had been priced to 
yield 29 basis points or 28 


basis points it would not 
have been a blow-out," said 
another banker. “This was 
good pricing." 

Elsewhere, DIAGEO, bom 
of the recent merger of 
Grand Metropolitan and 
Guinness, made its debut in 
the eurobond market with a 
five-year $5 OCte issue. 

CSFB, joint lead with 
J.P. Morgan, said the recep- 
tion was helped by the com- 
pany having brand names 
such as Bailey’s Irish Cream 
and Guinness stout. The 
bond tightened by a basis 
point after launch. 

Fannie Mae will today 
issue a YlOObn 10-year global 
bond priced to yield three 
basis points over the JGB 
benchmark. The offering is 
the same size as its previous 
yen issue last October, 
which was priced at one 
basis point below the JGB. 


New international bond issues 



Amount 

Coupon 

Price 

Mnhalty 

FM 

Spread Book -runner 

Dornnrer 

ta 

lb 



% 

fa 

:» :«a bqti^RSrV. . • 



•v 




World Bank 

4bn 

fay# 

WR 

Mar 2003 

0.1 OR 

+14<5t*FQto03| GoWman/JPM/SBCWDR 

SELT. 08-1, Class A1(bl)*$ 

1.7131 bn 

(bl) 

(bl) 

Jan 2003 


Mwri* Lynch 

SSLT, 98-1. Ctmm A20a2)*X 1 JSriSbn 

P2) 

lb?) 

Jut 3007 

- 

Merrill Lvncft 

SSLT. 98-1 , cwis(b37*t 

106^5 

(b3) 

lb3) 

Jul 2007 

- 

Metrw Lynch 

SOdwwtLB Capital Mkto 

500 

aoo 

99.785R 

Mar 2005 

a 3m 

♦33t5V5Feb03| ABN Araro/Nomura mil 

Bayarischa Landeabank 

500 

5.75 

99.131R 

Mar 2003 

OJ25R 

♦Z5{5Vl»Feo03) CSFB/SBC Warburg DR 

Oiagao Capital 

500 

600 

98.441 R 

Mar 2003 

0300 

t44(5’AFeb03) CSFB/JP Morgan Secs 

Cnwatto Euro 7st 1 98 fc» 

496 


100.00 

Jut? 2029 

ais 

Deutsche Morgan Granted 

Sarduta Corpfd) 

200 

8it76# 

99^3R 

Mar 2008 

1.125R 

+345(Feb03) Chase Manhattan Inti 

European tnv’ment Bank(e) 

200 

5J75 

89.124ft 

Jan 2001 

0.1876R 

*8<6HFebOl) Doiwa Europe 

Toco Electric 8 MachfflS 

180 

zero 

100.00 

Mar 2003 

2J50 

S3CWD0/UBS 

Merrill Lynch & Co(gtt 

100 

&>1) 

99.596 

Mar 2005 

02S 

- Memo Lynch International 

Stamens Capital Corpfh) 

100 

4.50 

96.81253 

Feb 2001 0.18750 

+)0(5%Fab0i) Commerzbanlt 

;w d-**awr 




V •• ; ' ■ ' 



Afllarc Finance 

2bn 

5 JX> 

96357) 

Mar 3000 

02 257) 

+30(5V'JanD8} BayarVB/Orarednar KB 

mvM) 




____ 


• ' . . • • ' 

Peri Nob Mortgage Aasoc 

lOObn 

an 

QH 

Mar 2008 

0.3250 

*3( JGS 202} EtoKtaya/Morgan Stanhy 

Marcel UndrwQ(No 1). A #t 

17bn 

M 

100.00 

Feb 2004 

zero 

- Ssnwa International 

Marcel UndnatotNo 1). Bur* 

iTbn 

oo 

loom 

Mar 2004 

zero 

, Sanwa Intamational 

im &auiiim 



c 

. •*"' 



SunAnwrice Inst Funding* 

lOObn 

pill 

88.758 

Apr 2018 

0.375R 

Morgan Stanley DW 

,ffiffianssmM4c£ 


>■ * \ . .. 





CCCMT 1, 88-4, Class A|n) 

750 

3^5ftd 

102.80 

Oct 2006 

2.825 

- CSFB 

Aston Development Bank 

300 

aoo 

102.35 

Apr 2006 

2.125 

SBC Warburg Dillon Read 



-v; 



V 

■ ... • 

World Bank . 

300 

13 in 

101.175 

Apr 2003 

2-00 

HambrosTRBC Dominion 


Final terms, non-oalabte unices stated. Yield spread (tow er relevant government bond} at launch stapled by lead manager. 
* Unfitted. SConvtttfcta. t Floating-rate note. CSemHutnual coupon. Ft fixed re-otter price: fees mown at re-offer leveL a) 
Priced today, b) SLM Student Loon Trust Originator student Loan Marketing Association- 6% cleanup call, bl] Legal final: 
Jan 07. Average fife: 2.46 yra. Priced later 3-nrth r-bffis +7T-72bp. to) Legal Una!; Oct 11. Av Ife: 720 yis. Priced later 
3-mth T-bOu +76-77bp. b3) Legal final: Apr 14. Av Ufa: QS5 yra Priced later 3-rnth T-blJte ♦9S-S7bp. c) Secured on 
AuoNton rattdentW m ort ga ges- Originator St George Bank. Callable on 10/B/0* si par. 10% dtoonup cat Av Ufa: 3.5 yra. 
Cl) 3-mtfl Ubor +17bp to Sag 04, ttwi +40bp. c2) Class B of S4m was privately placed, d) PuttaMe on IB/3/03 at par. to) 
FuTgftjte with SSOOm. Plus 6i days accrued, t) Ruing by Thursday. Callable subject to 140% hurdle at aerated value, g) 
SaOOm launched Monday was tocreoaad to S48ftrt. gt) 3-mtfi Libor +I5bp. ty Fungible wftti 5200m. plus 49 days accrued. 0 
Priced today, ty 3-mth Libor +I0bp. m) 12% In yr 1. 9% In yr 2. B% In yr 3. 7% In yra 4-5. then 15% - 2 x 12-nnti LJbar. n) 
Citibank Credit Cent Master Trust Legal maturity: Oct 08. 9) Short let coupon. 
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Euroclear computer tool 
simulates impact of Emu 

EurocJaar, the 

the so-called “sEMUlatoi'. _ f ^J necl European single cur- 
sfcxi of securities )rt0 the internet, stows inhe- 
rency. The program. monetary union on 

to~ estimate me mbits up on the 

investments but they have to conversion 

likely l«t of participating countries and 

rate of each currency. redenom inatton testing facility of Its 
■'The sEMUIator is the ^ te 

kind." said Yves Poullet, vlce ^^*^| aor ftf 1 rns communicated thus 
equipped with the natenc™™** 1 member states." More than 
far by each of the probable “ T1U due to be 

1,000 government bonds E "™ according to Euroctear. 

redenominated ,nto ®^f wi 11 3,30 affected 

Thousands of securities by market par ticipants yes- 

. two trade associations r ^^ d XSn^the^u. ST 
ter day issued a joint statement .-jamational gy^ps and 

basket of Eur °P^ CUrr ^_ h ' reD resents participants in privately- 
Derivatives Association, Primary 

negotiated derivatives and d* 

worth one euro, although some 

sterling, will not be included In the euro. Samer Iskandar 

GROWTH EXCHANGES 

Neuer Markt to extend hours 

The Neuer Markt Germany’s y ear " 0 ^® ta ?. 1 Its 
innovative companies, la pushing ahead to 

trading hours and a programme of co-operation 
pean growth markets. Reto Frandoni. a director of the Deuterfie 
Borse! which runs the Frankfurt securities and derivatives markets 
as well as the Neuer Markt. said the high trading volume - aver- 
age dally turnover of 1 .8m shares worth DM226m - madelt nec- 
essary to extend trading hours to between 8.30am and 5pm- This 
would happen in April: present hours are 10.30am to 1.30pm, 

Mr Frandoni was speaking on first anniversary of the Neuer 
Markt. which has nearly 20 quoted stocks. Mr Frandoni also said 
the most liquid stocks on the Neuer Markt would be traded on 
the newly Introduced Xetra electronic trading system from May. 
This had been planned for the autumn. The move would lead to 
wider and more International investment Interest 
He said links with other growth markets in Pais. Brussels and 
Amsterdam would be strengthened through the harmonisation of 
trading guidelines at the level of the Neuer Markt by the middle of 
this year. The four markets also plan to establish electronic links. 
Paris and Brussels will make such a fink in the next few days, 
with imoterriom foUnwina and Germany iolnina once the Neuer 
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CURRENCIES & MONEY 


Pound probes historic DM3 barrier 


By Sbnon Kuper 

The pound rose above 
DM3 .00 against the D-Mark 
yesterday on talk that the 
Bank of E n g l a n d’s monetary 
policy committee was evenly 
split over the need to raise 
interest rates. 

The committee has left 

base rates unchanged at 7_25 
per cent since November. 
However, minutes of its Jan- 
uary meeting showed that 
three out of eight members 
voted in favour of a rate rise. 
Yesterday a rumour went 
through the market that the 
minutes of its February 
meeting, due out today, will 
show that the vote went 
four-four, with Eddie George, 
governor of the Bank of 
England, using his addi- 
tional casting vote to keep 
rates on hold. If that rumour 
proved true, it would raise 
prospects of an increase at 
next, month's meeting. High 
UK rates have been the Tu*in 


motor of sterling's strength 
since 1996. 

The pound was also helped 
by a modest bounce in the 
dollar against the D-Mark 
after its equally modest fall 
on Monday. The dollar 
advanced 0.4 pfennigs to 
dose in London at DM1.831. 
The pound rose Li pfennigs 
to DM3.001. However, ster- 
ling has failed to maiwtniw a 
foothold above DM3.00 this 
year. The same level proved 
an almost insnnnountable 
barrier in 1988. 

The dollar closed 
u nchang ed against (he yen 
again at Y 127.7. The expec- 
ted repatriation of funds by 
Japanese investors ahead of 
the fiscal year-end on March 
31 does not seem to be help, 
ing the yen now, although it 
may have dune last mnnth 
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■ A surprising fact: the larg- 
est trading partner ctf “Euro- 
land", the ii countries 
expected to kick off Euro- 
pean monetary union, will 
be the UK. 

HSBC Markets nntoc in a 
new study that with Britain 
accounting for a fifth of 
Euroland's trade, and the US 
only IS per cent, sterling will 
be the currency that Euro- 
pean policymakers watch 
most closely. Mark Cliffe, 
chief international econo- 
mist at HSBC in London, 
said that would give Euro- 
land a strong incentive to' 
persuade the UK to stabilise 
the pound against the euro 
from January 1, 1999. But 
Britain is shying away from 
any exchange-rate mecha- 
nism — it has bad memories. 

HSBC also points out that 
the basket of currencies 
expected to join the euro bag 
fallen by 20 per cent against 
the dollar in the last two- 
years. In other words, the 
euro starts from a low base. 
That could help answer the 
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question of whether it will 
rise or fall after its launch. 

■ Yesterday was a spectacu- 
larly quiet day on the cur- 
rency market One bank said 
that the largest trade it exe- 
cuted in doQar/D-Mark yes- 
terday was for $20m, 
whereas normally it would 
carry out several trades 
worth $100m. The quietness 
prompted some investors to 


trade the Ecu basket, 
although even that did not 
move much- if the major cur- 
rencies remain as somnolent 
as they have been in the last 
few weeks, the foreign 
exchange revenues of most 
haTifcg will suffer this quar- 
ter. Nor have there been any 
Sharp fffU s in gmw gin g mar , 
ket currencies to yield them 
profits. 

However, a quiet market 
may not be all bad for cur- 
rency traders. With almost 
no trading going on, politi- 
cians may soon stop calling 

to its regulation.. 

And things may get even 
quieter. Nick Parsons, cur- 
rency strategist at Paribas 
Capital Markets in London. 
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says: “We're predicting dcri- 
lar/D-Mark flat far the next 
two quarters.” Both the US 
economic slowdown and the 
German economic recovery 

have been more gradual 
than had previously been 
expected. Paribas now 
expects so Bundesbank rate 
rise until the fourth quarter, 
and no Federal Reserve rate 
cut until 1999. 

Hans Tietmeyer, the Bund- 
esbank’s president said yes- 
terday that relatively low 
German and French rates 
were an “orientation point" 

for European rale levels at 
the start of Emu. Mr Parsons 
says the Bundesbank will 
try to avoid raising rates in 
the run-up to the German 
elections in September, as 
that could feed popular 
belief that Emu will mean 
higher interest rates. Fast- 
growing European countries 
such as Spain and Ireland 
will have to tighten fiscal 
policy in the absence of a 
rate increase, says Mr Par- 
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Fast Fills. Low Rates. 
What’s the Catch? 


| There isrrtoac. That’s the way 
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I L We're literally within arm's reach 
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traders worldwide. 
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O tbeo cafl 0171-247-1701. reverse 


PbE 0171-256-2445 


imiuiKxx&am^ 


LEGAL NOTICES 


IN 1HB SUFBEMB COURT OF 
BSKMUDA CIVIL JURBDfCnON 
IN THE MATTER OF 
SCOTTISH A COMMONWEALTH 
WSDRANCX COMPANY LOOTED 


IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
IN THE MATTER OF 
SCOTTISH ft COMMONWEALTH 
'NSCRANCE COMPANY UMITEC 


IN THE MATTER OF 
TBE COMPANIES ACT MR 


W THE MATTES OF 
THE COMPANIES ACT 1983 
TAKE NOTICE dm I* Oden of die Supreme Coon of Bmede and Ugh CBM bi 
oo tfae 20* aai 23rf of February. 1996 Kapcatniy. tix SdcnK of Armeancjn between 
&ookb AOnuannbb Oaunnee CompMry Limited ml iti crefttm approved « a 
ncaii« atarOna hdd on tfae 2nd of Febnnrj. 1998 iccdved emoioo. Tto Srime twamc 
Eflcrinc so M day of Mraa, IS96 fa aEsoidkieemldi be rtwiwai of dK Sdsne die Bw 
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CkiiJflmlfaae 
Wesley Sobs 

R l ffiiW R mw^ la 

Aim’ Jcmttq-^hprix, 

D/HED (fail 2od day of Mtteh. 1998. 
CXS4YEKS. DtLL ft FEARUAN 
Ctenadoa Hotao, 

1 duirti Street, 

Hutlmn 

BeomufaHMCX 


Ke Company limited 


CUFFORD CHANCE 

200 Aldsipie Saeet. 
London BC1A4JJ. 
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COMMODITIES & AGRICULTURE 


COMMENTS ARE BEING SOUGHT ON PROPOSALS TO DEAL WITH MARKET ABERRATIONS ON THE LONDON METALS EXCHANGE 


LME seeks approval by members of rule changes 


By Gary Mead 


The London Meta) Exchange 
is catling on members and 
users to comment on propos- 
als contained in a document 
that outlines possible solu- 
tions to market aberrations. 

Alan Whiting, executive 
director in charge of regula- 
tion and compliance, said 
the document “explains that 
our approach to market 


aberrations is comprehen- 
sive ... I firmly believe if we 
get the policy right we will 
discourage people from tak- 
ing actum in the first place 
that they should not*:. 

He said the LME had “no 
intention of trying to define 
what might be ‘wrongful 
market aberrations’” but 

added that “all these propos- 
als would not be inconsis- 
tent with FSA guidelines”. 


Current LME regulations 
stipulate that “no member 
shall manipulate or attempt 
to manipulate the market, 
nor create or attempt to cre- 
ate a disorderly market, nor 
assist its clients, or any 
other person to do so". 
Breaches can lead to disci- 
plinary action. 

The new proposal comes 
in the wake of the copper 
scandal in June 1996. when 


Sumitomo Corporation 
revealed it had lost $2.6bn in 
alleged unauthorised trading 
by an employee, and a subse- 
quent review of the London 
Metal Fhtr.hflng s by the Secu- 
rities and Investment Board. 
In December 1997 the LME 
established a working party 
to consider possible reforms. 

Since the Sumitomo epi- 
sode the LME has made a 
number of changes, in par- 


ticular giving more detailed 
and more frequent analyses 
of market activity to 
improve transparency. 

Among the proposed possi- 
ble solutions are: 

• Automatic, sliding or trig- 
gered limits on backwarda- 
tion (when the spot price for 
a metal is higher than that 
for future delivery). 

• Publication of large posi- 
tions by members, or limita- 


tion of the size of positions 
members may take. 

• Increased margins on 
nearby prompts of the cash 
to one month position, mak- 
ing market manipulation 
more expensive. 

"The LME is between a 
rock and a hard plare. What- 
ever tt does it will annoy 
someone, but this is a good 
opportunity for consultation 
and I think people should 


it." said one leading 

UtaLs analyst yesterday^ 

Mr Whiting said resPJ**? 
should be lodged with the 
LME by April 9. three 
months after Oft . Ota pro- 
posals on agreed chang^a^ 
Ulcely to go before the board 

or nnal approval. “We are 

trying to regulate the meteds 

industry in a way which stdl 

encourages development ot 
the industry.” he said. 


Rio Tinto to 
spend A$lbn 
in Canada 


By Gwen Robinson 
bi Sydney 


Rio Tinto, the 
Anglo- Australian mining 
company, is planning to 
spend up to A$ibn 
OJS$667m) developing its 
Diavik diamond project in 
Canada, under a project 
description submitted to the 
Canadian government. 

Rio Tinto and Aber 
Resources, its Vancouver- 
based partner in the project, 
have estimated that the 
arctic diamond discovery 
contains gems worth about 
A$&7bn~ 

The submission of the 
project description and Rio 
Tinto's applications to the 
Canadian government to for- 
mally begin the approvals 
process marked a significant 
step in developing Diavik, 
the company said. 

Rio Tinto has a 60 per cent 
interest in Diavik Diamond 
Mines, operator of the proj- 
ect, while Aber has a 40 per 
cent stake. 

The project, which is 
located in Lac de Gras in 
Canada's North-West Terri- 
tory. would rival a nearby 
diamond project operated by 
Broken Hill Proprietary. 

BHP is believed to be 
spending about Sl.lbn devel- 


oping its Ekati project, 
which is set to become Cana- 
da's first diamond mining 
operation when, it starts pro- 
duction this year. 

Rio Tinto said that after 
the completion of a full engi- 
neering feasibility study tills 
year, the Diavik project 
would most likely begin in 
2001 or 2002. 

Analysts said if both pro- 
jects proceeded successfully, 
they would lift Canada's pro- 
portion of world diamond 
output to 10 per cent 

Rio Tinto and Aber have 
already spent about A$8Gm 
on a pre-feasibility study on 
the Diavik deposit and 
expect to spend a further 
ASSOm on the final study. 

The project outline lodged 
with the Canadian govern- 
ment said the deposit 
defined so far contained an 
estimated 123m carats of dia- 
monds, the majority of 
which were rated as mine- 
able reserves and of gem 
quality. 

The part n ers plan to build 
a conventional diamond 
recovery plant at the site, 
with capacity to mill 2m 
tonnes of ore annually. 

In yesterday’s trading on 
the Australian stock market, 
Rio Tinto shares rose 22.4 
cents to AS19.62. 


Tortilla makers struggle for profit 


Mexican government price controls are 
starving the industry, writes Henry Tricks 


Mexican diet 

Total cs/totiydrate consumption 


Total proton consumption 


F rom the crack of 
dawn each day 
machines fire up in 
some 56.000 tortOlerlas and 
com mills across Mexico, 
creating a din that endures 
all day as they crank out 
millions of tortillas, a staple 
of the Mexican diet. 

But hard times are a fact 
of life for producers of these 
flat round com pancakes in 
the most strictly controlled 
private industry in Mexico, 
bearing the burden of prices 
fixed by the government that 
for years have lagged behind 
their spiralling costs. 

Price controls on alt other 
foods, such as milk and 
sugar, have been lifted 
recently. But when the gov- 
ernment introduced a 16 per 
cent rise in tortilla prices 
last mnnth its message was 
as blunt as ever. 

“There will never be price 
liberalisation. Tortilla prices 
will not be liberated. It is not 
even contemplated." said 
Israel Gutierrez, deputy 
trade minister. 

The fixed price system is 
good news for Mexican fami- 
lies. most of whom eat kilo- 
grammes of tortillas each 
day at deeply subsidised 
prices, but industry experts 
want to abandon the com- 
plex chain of com and torti- 
lla subsidies that costs the 
government more than $ibn 
a year. TiuMa^d. they want a 
support system directed 


solely at around one-third of 
the 90m population too poor 
to pay the full price. 

Industry officials say the 

40.000 tortilla factories and 

16.000 corn mills in Mexico 
are starved of capital and 
barely break even. A free 
market price would enable 
them to recoup profitability. 

Maseca and Minsa. the two 
companies that supply the 
bulk of the $ibn market in 
com flour - an alternative 
tortilla ingredient to corn 
dough - have also seen prof- 
its eroded by quotas on sales 
volumes for the first seven 
months of 1997. 

Maseca's sales fell 36 per 
cent in 1997 to -L56bn pesos 
<$531m) compared with 1996. 
Profits slumped 33 per cent 

Government efforts to 
make the tortilla subsidy 
system more manageable are 
stunningly elaborate. 

Some 2m of Mexico’s poor- 
est urban families, some of 
whom lack even sandals for 
their children, have been 
issued credit cards that are 
swiped through electronic 
registers at local stores and 
entitle them to a free kilo- 
gram of tortillas each day. 

In August Conasupo. the 
government food agency, 
introduced a multi-phased 
programme known as the 
Electronic Card System to 
give tortilla producers free 
choice between subsidised 
com flour and com dough. 
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The system also involves 
credit cards and hand-held 
computers and had been 
expected to be fully imple- 
mented in February. But 
there have been delays, and 
Conasupo now says it will 
not be ready until the second 
half of the year. 

“We have a tremendous 
sense of urgency because 
this is hurting our busi- 
ness,” said Mlnsa's Juan 
Gargallo. “The way to solve 
this completely is by liberali- 
sing prices." 


T he government argues 
that if it lifted price 
controls inflation 
would accelerate and that a 
jump in prices could spark 
protests. 

Most experts believe 
vested interests are the main 
reason authorities continue 
to rule out price liberalisa- 


tion. Subsidies have long 
been a means of buying 
political support for the 
Institutional Revolutionary 
party (PRD. which has ruled 
for almost seven decades. 

Conasupo has also 
attained considerable power 
through its unique position 
as purchaser of the nation's 

price-controlled com. 

“The moment you cancel 
the whole subsidy pro- 
gramme, you remove the 
reason for Conasupo’s exis- 
tence.” said Victor Manuel 
Ornelas, whose consultancy 
Consultoria Directiva has 
bees lobbying for an end to 
fixed tortilla prices. 

Mr Ornelas believes the 
government may be begin- 
ning to bend. Two tortilla 
price increases last year, and 
this month’s rise, lead him 
to think the trade ministry 
is gently pushing prices 


closer to their free market 
value, which is estimated at 
three to four pesos a kilo. 
The fixed price is currently 
22 pesos in the capital. 

“As we understand it, 
what the government is try- 
ing to do Is make adjust- 
ments every six months so 
that in feet they will free up 
the price of tortillas in the 
next two years," he said. 

With tortillas sold at cost, 
he says the government 
could redirect its $500m sub- 
sidy on corn bought from 
formers to supplying free, or 
cheap tortillas, to the 35m 
Mexicans he claims cannot 
afford the full price. 

Nutritional experts say the 
government could then focus 
on lifting the vitamin and 
mineral content of tortillas, 
which in many communities 
are the only food besides 
beans and chilli peppers. I 


Oil under 
pressure 
but shows 
small rise 


MARKETS REPORT 
By Gary Mead 


Crude ofi prices came onder 

pressure again yesterday, 
although the lWW ex- 
tract for Brent blend for 
April did manage to 'recover 
some ground in early trad- 
ing, opening at $13.05 a.bar- 
r el on the International 
Petroleum Exchange, up 7 
cents on Monday's dose. It 
rallied further in the after- 
noon to $13.21. before sliding 
back to $13.05 to late trading. 

The market continued to 
be dogged by over-supply 
and the lack of any con- 
certed movement to cut pro- 
duction by member states of 
the Organisation of Petro- 
leum Exporting Countries. 

On the London Metal 
Exchange, the mood was 
subdued. Three-month cop- 
per was bolstered by a stock 
decline of 4.225 tonnes and 
Closed at $1,778 a tonne, up 
$3 on Monday’s final price of 
$1,775. Other base metals 
scarcely moved. 

On the New York Mercan- 
tile Exchange, palladium 
futures spiked sharply, the 
June contract opening at 
$245.50 per troy ounce, up 
$5.25 from Monday's close, 
with interest sparked by 
more anxiety over delayed 
Russian exports of the metal. 

On the London Interna- 
tional Financial Futures 
Exchange, trading volumes 
in both coffee and cocoa 
futures were unusually low. 
The May contract closed at 
$1,670. the same level at 
which it had opened, and a 
gain of $5 on Monday's close. 

Colombian coffee growers 
reported that production lev- 
els to the first five months of 
the current crop year have 
been the lowest for more 
than a decade. 

By midday. May cocoa on 
Lilfe was £8 higher at £1.068 
tonne, but finished down 
at £2,053, the market 
incre asing ly expecting news 
of a large Ivory Coast crop. 
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ACROSS 

l Fish on either side of river 
or ditch (6) 

4 Industrial site where it may 
be sharp to do it yourself 
(8) 

9 Wood on a plate in the 
mountains (6) 

10 Outbreak of spoil, plunder 
and waste (8) 

12 Oriental hobo holding gold 

• account in 27 (8) 

13 Flayers on tour badly need- 
ing exercise (6) 

15 Stumbled Into artificial 
stimulation (4) 

18 Squeeze on climber's equip- 

ment (7) 

20- One with the wrong idea 
gets woman's quote the 
wrong way round (7) 

21 He painted deceased boxer 
(4) 

25 Joint In Jacket (6) 

2$ Scholarly sort of chap is 
found in humble dwelling 
18) 

28 Better class of lake (8) 

29 Send back overdrawn 
male? (6) 

30 Rotten cad interrupts one 
searching endlessly for 
confectionery (8) 

31 Cold fish in place of pig (g) 

DOWN 

1 Irritable about 'Brave- 
heart’, o charade (8) 

2 Community at the pub love 
to time up in high spirits 

3 Dance of nationalists in jail 


5 pi^gSr hy - pereisttnt 

6 Coward fiddling on 
- f!“2S? p ^ ^Pol (8> 

5S£ S*" •*•“*» 
8 Sy- *•*«*«.- 

II Put Up 25% (71 
M Unholy rascal's debts (7) 

SSSJ*" 1 C ° terie “"ti* 

is Drool ovep Elvis at a dance 

22 KSif'SSS,*#* 

23 (Jf ere 10 w °rahip airley? 

jester>s not in 
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TIMES WEDNESDAY 


LONDON STOCK EXCHANGE 


Takeover stories drive FTSE indices to new highs 


FTSE Afl-SIwre index 


^^RBPOTT 

By Stew Thompson, 

UK Stock Market Editor 


The prospect of more 
mouth-watering takeover 
bids and mergers, coupled 
with a surprisingly powerful 
opening performance by 
Wall Street, transformed 
sentiment on London's 
equity market, which fin- 
ished the session on a trium- 
phant note. 

Most of the FTSE indices 
closed the session at intra- 
day and closing records. 
Only the existing FTSE 250 
and FTSE All-Share intra- 


day records survived yester- 
day's buying onslaught. 

Takeover and merger spec- 
ulation came to the rescue of 
a UK equity market that bad 
suffered flurries of profit- 
taking and general selling 
pressure throughout a diffi- 
cult morning. 

During that time the Lon- 
don market's leading issues 
were mostly roughly han- 
dled. as investors, both 
domestic and overseas - 
based, registered unease 
over Wall Street's slightly 
worrying performance over- 
night and over the UK Bud- 
get which is scheduled for 
next Tuesday. 


It was the Insurance, phar- 
maceutical and banking 
areas, which have driven the 
UK market’s surge over the 
past couple of years, that 
fuelled the buying spree yes- 
terday. 

The drugs sector, where 

stories of immin ent bids and 
mergers have been talked 
about since the proposed 
link-up between Glaso- 
Wellcome and SmithKline 
Beecham was called off some 
weeks ago, made good prog- 
ress. 

Zeneca led the sector on 
persistent rumours that 
Glaxo is considering a hos- 
tile bid for SmithKline and 


that a Zeneca merger with 
Astra of Sweden might be on 
the cards. 

With the market already 
excited by the prospect of a 
deal, a sudden burst of 
heavy buying, prompted 
partly by excellent figures 
from Independent Insurance 
but more by a strong 
rumour that a counter bid Is 
imminent for Commercial 
Union, saw the whole insur- 
ance arena set alight. 

The FTSE 100 index, under 
heavy downside pressure 
early on, Brushed the session 
on a buoyant note, up 9.6 at 
a closing high of 5 .828-5, hav- 
ing hit a new intra-day 


record of 5,85&2 shortly after 
Wall Street opened for the 
day. 

The FTSE 250, which has 
been chased higher in recent 
weeks by institutions seek- 
ing value in the market, set- 
tled at a closing high of 
5,286.8. up 28i*. having fall 
ing agonisingly short of its 
previous intra-day record of 
5,289.5. 

There were no concerns 
about selling pressure in the 
FTSE SmallCap. which 
extended its recent sequence 
of records, closing 9.6 up at 
an intra-day and closing 
peak of 2511. 

Other big winners in the 


FTSE 100 included Schro- 
ders. one of the few remain- 
ing independent UK mer- 
chant banks, which is due to 
report preliminary figures 
this morning. 

Earlier, the recently belea- 
guered retailing sector was 
dealt another blow following 
publication of the British 
Retail Consortium's latest 
survey, which showed solos 
slowing substantially last 
month. That lent suppurt to 
recent evidence of difficult 
trading provided by MFI. 
DFS and Carpet right. 

Turnover in equities at the 
6pm cut-off was a disappoint- 
ing 758.9m. 
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Compass 
to head 
north 

COMPANJES REPORT” 

By Peter John and Joe) Kibazo 

Two companies were 
yesterday bracing them- 
selves for possible entry to 
the UK market's Premier 
League and the added insti- 
tutional investment that pro- 
motion brings. 

The FTSE index commit- 
tee meets this afternoon to 
confirm the changes, which 
will be based on market cap- 
italisations at last night’s 
close and will become effec- 
tive on March 23. 

On the basis of Monday 
night's dose. Compass, the 
contract caterer, was likely 
to enter the Footsie. It stood 
90th in market capitalisa- 
tion, which guarantees 
entry. 

Meanwhile, MJsys, which 
accounts for 21 per cent of 
the information technology 
sub-sector, was on the bor- 
der at 91. 

The most likely casualty is 
Dixons, the electrical goods 
retailer, with Rank possibly 
following it down. Compass 
improved 23 to 938p and 
Misys was firm at 682%p. 
Dixons fell 22 to 490p and 
Rank 3‘A to 328&p. 

The changes are likely to 
be more wide-ranging in the 
second-line FTSE 250 index, 
where Biocompatible. Power- 
screen, The Body Shop. JBA 


Holdings and SIG are set to 
leave following' big share 
price slides. Wolverhamp- 
ton & Dudley breweries and 
Polypipe are on the border- 
line. 

Yule Catto, FI Group and 
More Group are likely to 
enter with Shire Pharmaceu- 
ticals. Merchant Trust, 
Atkins and Parity making 
up the numbers. 

Insurers Jed the market 
higher. Strong results from 
one second-liner and 
renewed takeover talk offset 
disappointment about recent 
poor figures from the lead- 
ers. 

The corporate speculation 
suggested a continental 


FT 30 INDEX 


spanner in the works of the 
proposed £14bn merger 
between General Accident 
and Commercial Union. 

There were some rumours 
that the recently merged 
UAP-Axa group might be 
interested in raising the 
game. Analysts said the idea 
had been mooted over the 
past couple of days and had 
not gained any more cur- 
rency yesterday. 

But they added that, with 
industry consolidation the 
prime motivation at the 
moment, nothing should be 
ruled out 

CU gained 62 to £ 1 L 20 and 
GenAcc 57 to £13.80, while 
Guardian Royal Exchange, 


Best and worst performing sectors 
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investor! You're Invited to The Third Annual 

relations| Investor Relations Magazine 



US Awards 

March 25 1998 

The Grand Hyatt, New York 


Join us for a dazzling evening filled with celebration, excitement 
and tribute at the third annual Investor Relations Magazine US 
Awards held in association with BARRON’S, the Dow Jones 
Business and Financial Weekly 


The NIRJ Grand Prjx for Best Overall 
Investor Relations 

Sponsored fay: The National Investor Relations Institute 
The world's leading professional 
investor relations organization 

Best Annual Rskwt 

Sponsored by. Interpost and Moillast, 

North America 

Best Senior Management Communications 
Sponsored fay D.E King 
Best Investment Community Meetings 
Sponsored by: AT&T Teleconference Services - 
Executive Offerings 

Best Use of Conferencing 
Sponsored by nehvorkMG Conferencing 

Best World Wax Wes 5m 
Sponsored by Bawne 
Best Corporate AovBmspxG to the 
Investment Community 
Sponsored by The Wall Street Journal 
Best Investor Relations for an IPO 
Sponsored by: PRNewswire 
Best Disclosure Policy 

Sponsored by. Boston EquiServe limited Partnership 

Best Investor Relations w a 

Contests Takeover 

Sponsored by. MadCenzie Partners, Inc 


Best Use of Technology in Investor Relations 

Sponsored by Business Wire 

Best Communications with the Retail Market 

Sponsored by: ADP Investor Communication Services 

Best European Company IR 

Sponsored by: Edeknon Financial Worldwide 

Best Asta/Paofk: Company IR 

Sponsored by GPSC Group Incorporated 

Best Latin American Company IR 
Sponsored by Gtibank NA 
Best Use at Financial Media 
Sponsored by. Financial Times 
Best Investor Rhahons Officer 

Sponsored by Georgeson & Company Inc 

Most Improved Investor Relations 

Sponsored fay Dewe Rbgerson Inc 

Gockeaxl reception 

Sponsored by American Stock Exchange 
DMNSt 

Sponsored by The Nasdaq Stock Market 
m association with 



For information about tickets and fables call Cfieryfe Hifl of 
1 800 757 4371 or +1 212 425 9649 



widely seen as the next 
prime consolidation candi- 
date, improved 22 to 458p. 

There was additional inspi- 
ration in the latest figures 
from Independent Insur- 
ance. The company 
announced a profit of £65. im 
in 1997 compared with £52m 
previously and analysts' 
forecasts between £53m and 
£57tXL 

Independent also revealed 
a five-for-two share split and 
Michael Bright, chief execu- 
tive. bought 17.500 shares at 
£13.60. The stock topped the 
FTSE-250 for much of the 
day and closed 140 up at 
£13.95. 

Growing awareness of the 
persistent pressure on 
underlying oil prices saw the 
majors and exploration 
stocks once again shunning 
the feelgood factor surround- 
ing the rest of the market. 

BP, which is most heavily 
exposed to weak oil prices, 
was down more than 20 p at 
one stage, but, helped by the 
market rally, closed margin- 
ally higher at 83SKp. Shell 
Transport fell 3 to 425 Vip, 
Enterprise 4 to 560p and 
Las mo 5 Vi to 280p. 

Mining group Billiton 
added 2% at 172p in reaction 


to a buy note from Robert 
Fleming Securities. 

A big buyer in Kingfisher 
helped the shares recover 
from recent weakness. They 
gained 33 to £10.30 having 
traded 2.1m by the close. 

Analysts said the stock 
was also boosted by a British 
Retail Consortium report 
which, though gloomy for 
retailing as a whole, was 
broadly positive on DIY 
retailing and gardening. The 
company's B&Q subsidiary 
is one of the market leaders 
in the sector. 

SG Securities reiterated its 
£11 share price target - 
another factor said to have 
helped sentiment. 

The UK retailer reports 
figures next week and ana- 
lysts are predicting full-year 
profits around the £485m 
mark. 

Williams at top 

Figures at the top end of 
market expectations com- 
bined with news of a dis- 
posal and an upbeat state- 
ment on current trading to 
lift Williams. The shares 
gained 22 to 410p in trade of 
6.5m. 

Profits of £25 4m were 
ahead of many forecasts, 
while the market was 
cheered by the news that the 
UK group is selling Nu-Tone 
to a subsidiary of US group 
Nortek for £242^m. 

BTR reversed most of 
Monday's strong gains. The 
shares fell IBY, or nearly 8 
per cent to 193V4p. Dealers 
attributed the retreat to a 


correction following a series 
of small late trades that 
were carried out in the stock 
late on Monday at erratic 
prices. Volume was 8.1m. 

Two-way business in Brit- 
ish Telecommunications left 
the shares l'» lighter at 
587* ip. The company said 
Peter Erskine. currently 
managing director of BT’s 
UK Business Division, is to 
become managing director of 
mobile phones group Cell- 
net. 

BT owns 60 per cent of 
C-ellnet while the remainder 
Is held by Securicor which 
put on 9V* to 356' ip. 

Consideration of the Hali- 
fax proposal to buy Birming- 
ham Midshires for £780m 
saw the former's share price 
rebound 17 to 942p. 

Halifax said the deal could 
be earniogs-enbancing 
wit hin a period of two to 
three years. 

Zeneca headed back 
towards its record high with 
the help of broker support 
Sutherlands has reiterated 
its “buy" stance. 

It points out that in spite 
of a high rating and the 
prospect of continued cur- 
rency hits Zeneca remains a 
likely bid target in an indus- 
try hungry for consolidation. 
The shares rose 48 to £26.95. 

Cortecs added l 1 /* at 171‘Ap 
after the biotech company 
reported positive trial 
results from its new bronchi- 
tis drug and said t alks with 
potential distributors of its 
osteoporosis drug were prog- 
ressing well. 

Speciality chemicals group 
Laporte gained 14 to 755p 
after an upgrade to “add" 
from “hold" at HSBC Securi- 
ties following Monday's 
results. 

Coats Vlyella firmed 1% to 
86Vip ahead of figures today. 
Credit Suisse First Boston is 
looking for profits of £50. lm 
and further information 
about the capital structure 
of the split 

Scottish Media gained 15 
to 695p following sharply 
improved full-year figures. 
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STOCKS MARKETS 


Flood of record closes slows to a trickle 


WRUjNERffir 

The pattern of trading 
remained upwards yesterday 
but the trend was less dis- 
cemable than in recent ses- 
sions, writes Jeffrey J Broun. 

Asia was mixe d at best - a 
better day for the local cur- 
rency markets supported 
good gains in Malaysia and 
South Korea - and much the 
same could be said about 
Europe. 

French and Dutch equities 
fell back modestly but there 
were just enough fresh 
records to keep the bulls 
happy. Wall Street opened In 
solid form and Madrid, Brus- 


sels, Milan and Frankfort all 
nudged deeper into 
uncharted territory. 

Milan is easily the best- 
performing centre among 
the European leaders this 
year, adding 25 per cent, 
against 16 per cent by Paris. 
Is dollar terms, the gap 
between the two centres nar- 
rows to seven percentage 
points. 

The case for European 
equities Is spelt out graphi- 
cally in Goldman Sachs* lat- 
est Portfolio Strategy. The 
US broker has increased rec- 
ommended weights in 
France and the Netherlands 
and shifted away from rate- 


Etfiopean equities: sirs does not matter 

rnsaPnScesiretaased) 


— Gornany 
■=» France 

— iwy 

— NetatandB 



sensitive sectors to shares 40-year low. and not likely to 
more directly linked to eco- rise much over the next 12 


nomlc upturn. 


months to judge by forward 


According to Goldman rates, the argument for mov- 
Sachs, with bond yields at a ing away from financials and 


into leisure, retail and media 
looks compelling. 

European industrial pro- 
duction is currently running 
5 per cent higher on a 12- 
montb basis, the best growth 
rate since the second quarter 
of 1995. Moreover, retail 
sales across the Continent 
are close to a nine-year peak. 

Among individual econo- 
mies, the outlook in Ger 
many is less assured. But 
two static months for indus- 
trial production has given 
way in January to a rise of 
2.3 per cent year on year. 

Then Waigel. Germany's 
finance minister, added to 
the cheer yesterday, reiterat- 


ing official forecasts of Ger- 
man GDP growth this year 
of between 2.5 and 3 per 
cent, which he said provided 
a base for a turnround on 
the jute market. 

Brent Blend, the global 
marker price for oil. clawed 
back above $13 for April 
delivery in London, but sen- 
timent remained woefully 
fragile as the oil price bears 
continued to Feed ofT over- 
supply scare stories. 

In share markets, oil 
giants like Royal Dutch and 
Elf Aquitaine art 1 bottom of 
the performance charts. 
Royal Dutch is now 1 5 per 
cent below its August peaks. 


emerging market focus 

Estonia rides a 

rollercoaster 


Dow climbs 
as Compaq 
fears subside 


VW rights issue restarts Dax 


EUROPE 


AMERICAS 


Wall Street rebounded from 
Monday’s uneasy session, 
with investors sending the 
market broadly higher. 
writes John Labote m New 
York. 

By 12.30pm, the Dow Jones 
Industrial Average had 
gained 50.57 to 8,617.71 while 
the broader Standard & 
Poor’s 500 Index climbed 7.68 
to 1,059.99. 

Investors were calmer 
about Compaq Computer's 
warning about its first quar- 
ter performance, which sent 
a chill through the technol- 
ogy sector on Monday. 

“The big issue is if the 
technology problem is a tem- 
porary inventory problem or 
weakness in demand.” said 
Richard Hoey, director of 
equity research and chief 
economist at Dreyfus Corp. 
“There is a sense that it is 
inventory related and not [a 
sign of] a big plunge in PC 
demand." 

Compaq's shares contin- 
ued to trade slightly lower, 
but investors eagerly 
returned to other computer 
shares. The Nasdaq compos- 
ite index rose 13.08 to 
1,73824. 

Changes in analysts' rat- 
ings sent several stocks 
higher. Software company 
Sun Microsystems surged 10 
per cent or $4& to $41 g after 
Salomon Smith Barney 
raised its rating to a “buy". 

Healths outh gained $& to 
$2914 after Bear Steams 
rated the company a “buy”. 

A raised rating by Merrill 
Lynch gave a boost to shares 
of retailer Circuit City, 
which rose $2% or more than 
6 per cent to $4614. 

Investors continued to bid 
up the shares of internet 


companies. Netscape rose $3 
to $1S£ after Cable and 
Wireless Communications of 
the UK announced it would 
use software by Netscape 
and Oracle. Shares of Oracle 
were up $1 to $26&. 

Among semiconductor 
makers Linear Technologies 
climbed $3 to $68K. 

MCI shares plunged more 
than $1 to $46& on regula- 
tory uncertainties surround- 
ing its merger deal with 
WorldCom. AT&T gained 
$1% to $62£ after the com- 
pany announced a $750m 
deal with Citibank. Citi- 
bank's parent Citicorp, rose 
$lft to $l31ft on the news. 

Some banking shares were 
higher in spite of a slight 
decline in US Treasuries. 
The benchmark 30-year Trea- 
sury bond was down -& to 
1Q2&, nudging the yield up 
to 5.966 per cent Chase Man- 
hattan gained $2& to $120%. 

TORONTO rose to another 
record high helped by 
strength in resource-based 
stocks. The composite index 
rose 34.08 or 0.5 per cent to 
7262.14, led by a 12 per cent 
increase in the metals and 
minerals index and a 0.5 per 
cent rise in paper and 
resource products. 

Hopes that pulp prices had 
bottomed as the effects of 
the Asian financial crisis 
were diminishing, buoyed 
paper and pulp shares, while 
rumours that north Ameri- 
can and Scandinavian pulp 
stocks were declining also 
fuelled buying interest. 

The sector saw continuing 
support following the 
announcement by Bowater 
of the US that it would 
acquire Avenor, based in 
Montreal, for C$32bn. creat- 
ing the world’s second larg- 
est newsprint manufacturer. 


The strong dollar and early 
strength on Wall Street sent 
FRANKFURT to another 
record close with the Xetra 
Dax index climbing 2323 to 
4.852.22. 

Volkswagen rocketed 
DM83 to DM1245 as inves- 
tors demonstrated relief that 
while the company was to 
relaunch its rights issues, 
suspended last October, it 
would only seek to raise 
DMl50m, half the size origi- 
nally planned. The shares 
were also supported by news 
that VW doubled 1997 group 
net profits. 

In Stockholm, meanwhile, 
neither Scania nor its key 
shareholder Investor would 
make any comment on mar- 
ket stories that Volkswagen 
was interested in buying the 
truck maker. 

The other carmakers were 
out of favour. BMW gave up 
DM41 to DM1265 and Daim- 
ler Benz was DM1.75 lower 
at DM163.95. 

Among the rhpmioals geC- 

Voikswagen 

Stare pete and Met (rebased) 
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Mexico City falls back 
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tor’s corporate reporters, 
Hoecbst rose DMI.62 to 
DM75.03. but Bayer slipped 
64 pfg to DM81.65 in spite of 
reporting a rise in 1997 oper- 
ating profits largely in line 
with expectations. 

GEA. the process technol- 
ogy group, shot up DM46.10 
to DM693 following Mon- 
day’s favourable results. 

PARIS turned modestly 
lower with the CAC 40 index 
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off 4.34 at 3.521.15 in spite of 
a- strong performance from 
index heavyweight France 
Telecom. 

The telecoms leader rose 
FFr9 or 3 per cent to 
FFr312.l after aggressive 
marketing in mobile tele- 
phones and ahead of next 
week’s results statement. 

News of a Dutch takeover 
did nothing for hotels leader 
Accor which shed FFr31 to 
FFr1,389. Lagardfere also 
came in for sustained sell- 
ing. sliding FFr5.50 to 
FFr232.4. Oils were visibly 
weak with Elf Aquitaine off 
FFr1920 at FFr696 and Total 
down FFrtl at FFr668 

Havas put on FFr7 at 
FFr510 as trading resumed 
Following the mopping up 
operation by major share- 
holder G£ndrale des Eaux. 
Pechiney fell FFr8 to FFr277 
after an earnings downgrade 
b y J J . Morgan. 

ZURICH extended early 
gains, led by strong perfor- 
mances in the pharmaceuti- 
cals giants, and the SMI 
index settled 59 higher at 
72462. 

Novartis rose SFr37 to 
SFT2.705, while Roche certifi- 
cates climbed SFr2i5 to 
SFri 7.405 after both over- 
came early pressure stem- 
ming from selling in SMI 
futures. 

Among the banks. UBS 
was up SFri7 to SFT2.S47 and 
its merger partner SBC 
gained SFr7 to SFr507 ahead 
of financial data due today. 
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Both stocks continued to feel 
the benefit of inclusion on 
Goldman Sachs’ recom- 
mended list on Monday. 

Julius Baer Holding, the 
private bank and asset man- 
ager jumped SFr60 to 
SFr3220 after the group gave 
an upbeat forecast, saying 
that it was more optimistic 
based on business in the 
first two months. 

Schindler certificates were 
up SFr23 to SFr2_200 in the 
wake of Monday's results. 

AMSTERDAM moved 
lower with the AEX index 
dipping 5.34 to 1,093.72 with 
news of a planned share 
issue by leading retailer 
Ahold helping to puncture 
sen time nt 

. Ahold shed FI 1.30 to 


FI 62.80 as plans for a FI 2bn 
share issue overshadowed a 
near 50 per cent improve- 
ment in net profits for last 
year. Royal Dutch tracked 
the weak trend among oils 
stocks globally, losing FI 1.50 
to FI 109.70. 

Heineken was a bright 
spot ahead of tomorrow's 
results statement, adding 
FI 5.60 to FI 425.80. 

MILAN closed higher, 
although the Mibtel index 
retreated from Us intra-day 
high. 

The all -share index rose 
202 to 21,460 supported by 
optimism over retail fund 
inflows into the equity mar- 
kets and declining yields 
ahead of Emu interest rate 
convergence. Fiat rose L41 to 
L7233 following the release 
of figures showing a 12 per 
cent rise in car sales. 

STOCKHOLM closed at a 
record high thanks to 
strength in banks and for- 
estry shares. The general 
index rose 19.15 to 3.350.45. 
with the banking index up 
L5 per cent and the forestry 
index up 0.6 per cent. Erics- 
son. the telecom group, fell 
SKr0.5 to SRr363 and Astra, 
the drugs company, slipped 
SRr3 to SKrl68. 

Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emiko Terazono, 
Peter Hall and Paul Gregan 


Hardened by decades of 
Soviet occupation and re 
-surfd by :ui invitation to 

join the European Dmon- 
Estonian investors fa** in 
thf' past four ninths sto- 
ically endured their flighty 
domestic stock market. 

Growth was rapid in the 
first nine months of 1W* 
the local Talse index rose UH 
pei- cent, fuelled by cheap 
foreign loons and railing 
interest rates. 

Estonia's wary central 
bankers put an end to the 
profligate lending practices 
«>f Estonia's commercial 
bankers, raising capital ade- 
quacy requirements from 8 
to 10 per cent in October. 

The ensuing liquidity cri- 
sis and rising interest rates 
sparked panicked selling, 
and the Talse index lost 4U 
per cent of its value by mid- 
November. 

Since then, the Tallinn 
bourse has regained momen- 
tum. with improving liquid- 
ity and interest rates on a 
downward trend. Concerns 
about a dramatic economic 
slowdown caused by high 
rates have eased. 

Helo Meigas. bourse chair- 
man. says focal market con- 
fidence Is receiving a boost 
from eager foreign investors. 
A 50m offering of Global 
Depositary' Receipts by Uhis- 
hank , a local bank, was nine 
times oversubscribed. 

The announcement of a 
merger between local bank- 
ing powerhouses Hansabank 
and Hoiubank also gave the 
market some buoyancy. But 
Hansabank stock has lost 17 
per cent since talks broke 
down last month. 

Indeed, commercial banks 
have been reporting modest 
profits in recent months. 

While Estonia's large 
backs weathered the liquid- 
ity crisis, several smaller 
banks have apparently had 
their lines of credit with for- 
eign banks revoked. 

Large cross-shareholdings 
between Estonia's banks 
have also made bank stocks 
particularly vulnerable to 
poor monthly results. And 


Estonia 
Take Index 
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the bourse, where banks 
account for 65 per cent of 
total market capitalisation of 
EKrisbn <Sl2hn). has felt 
the afier-sbocks. 

With less than stellar per- 
formances in the past four 
months, bank stocks are 
proving less attractive than 
industrial stocks. 

Foreign interest in indus- 
trials has been renewed in 
the past few weeks, with sev- 
eral corporates reporting 
.rood annual figures, says 
Tonu Pekk, head of equity 
trading at Hansabank. 

Seat -belt maker Norma 
has captured the investors’ 
imagination and a host of 
industrials are also highon 
brokers' buy lists, including 
companies in the construc- 
tion and foods sectors. 

Initial public offerings 
later this year may add 
momentum to the market. A 
sizeable number of shares in 
Eesti Telecom, the local tele- 
coms holding company, will 
be floated. The Tallinn water 
utility will be privatised and 
a gas utility might seek a 
listing. 

And banking stocks are 
likely to pick up in the com- 
ing months with a long- 
delayed equity issue by Han- 
sabank and further consoli- 
dation in the banking sector. 
In the longer term, however, 
Estonia's large current 
account deficit remains a 
concern, says Mr Pekk. 

Matej Vipotnik 


MEXICO CITY retreated as 
concerns over lower oil 
export prices aSset optimism 
over gains on Wall Street. 

Oil shares in international 
equity markets have been 
hit by the sharp decline in 
oil prices this week, after 
Saudi Arabia said it was no 
longer prepared to cut pro- 
duction. 

The IPC index fell 6429 or 
L3 per cent to 4.747.85. 

SAO PAULO was almost 
fiat as investors focused on 


second-tier stocks. The Bov- 
espa index eased 37 to 11,130. 
The index has risen almost 6 
per cent since the start or 
the month, but traders do 
not anticipate profit-taking. 

BUENOS AIRES was 
slightly higher as the gov- 
ernment’s announcement 
that it would allow telecom 
groups Telefonica and Tele- 
com to maintain their 
monopolies until the end of 
1999, helped sentiment. The 
Nerval index rose 4 to 662.99. 


Merger news lifts financials 


SOUTH AFRICA 


Johannesburg was supported 
by futures-related trade 
ahead of the close-out on 
March 20 and growing expec- 
tations for the national bud- 
get later today. 

The bank and insurance 
sector spurted higher as the 
market awaited further 
details of the merger of 


Anglo American Corp and 
RMB Holdings’ financial ser- 
vices interests, which came 
after the market closed. 

The financial index fin- 
ished 30.1 up at 12^310.0, con- 
tributing to a 58.4 rise in the 
overall index to 7,056.8. 

Industrials gained 842 to 
8,345.6. but golds finished 4.1 
softer at 74643 as the bullion 
price limped sideways. 


Tokyo awaits breath of fresh air 



ASIA PACIFIC ^ 

The Tokyo stock market was 
becalmed yesterday as inves- 
tors awaited clarification of 
government plans to help 
the economy before taking 
new positions, writes Bohan 
Hutton. 

No strong hints emerged 
from government discus- 
sions over economic stimuli, 
and there was little corpo- 
rate news to give any direc- 
tion. 

The Nikkei 225 average 
ended the day virtually 
unchanged at 16.982.82, up 
10.29, remaining below the 
psychologically Important 
17.000 mark. 

It traded in a very narrow 
range between Z&901.10 and 
17,062.74, while volume was 
steady at about 400m shares, 
after 411m on Monday. 

The broader-based Topix 
index slipped 1.T1 to 1,275.10, 
while the capital-weighted 
Nikkei 300 index was down 
q. 34 to 252.11. Falling shares 
outnumbered gamers 616 to 
464. with 187 unchanged. 

Industrial sectors were 
fairly evenly balanced 
between positive and nega- 
tive movers. 

Air transport was the 
day’s best-performing sector. 


climbing 3.89 per cent, 
mainly on Monday’s news of 
All Nippon Airway's agree- 
ment on alliances with Luft- 
hansa and United Airlines. 
ANA was up Y34 at Y734 and 
Japan Airlines Yi6 at Tfsil. 

Construction companies 
also continued to do well on 
hopes that the government 
could pump money into pub- 
lic works projects as a way 
of heating up the economy. 

Penta-Ocean Construction 
was the day’s fourth highest 
volume share, gaining Y41 to 
Y396, while Toyo Construc- 
tion gained Y27 to Y2Q0, and 
Taisei Y20 to Y424. 

In Osaka, the OSE fell 97.6 
to 16,981.76 in volume of 90m 
shares. 

SEOUL was sharply higher 
on a revival of foreign 
demand - particularly by 
Hong Kong-based investors 
- after Monday’s downward 
correction, and the compos- 
ite index ended 17.85 or 15 
per cent ahead at 525.56. 

However, brokers said that 
overall sentiment remained 
fragile in the face of Indones- 
ia's financial turmoil and the 
domestic row over the 
appointment of President 
Kim Dae-; ung’s coalition 
partner. Kim Joog-pil. as the 
new acting prime minis ter. 


PhSppznes 
Mania Composite 



Net foreign buying was 
estimated at Won24bn, up 
from WoniSbn on Monday, 
but local institutions 
remained net sellers of 
Won48bn. 

KUALA LUMPUR followed 
the ringgit higher. A rally 
for the currency helped lift 
the composite index 2459 or 
3.6 per cent to 7ia47 in vol- 
ume of 309m shares. 

Telkom jumped 70 cents to 
MS12-20 and there was heavy 
buying within the gaming 
sector. Gen ting rose 50 cents 
to M$11.8Q and Resorts 75 
cents to M57.35. 

MANILA ended lower for 
the sixth day running with 


the composite index losing 
40.50 or 1.9 per cent to 
213441. 

The peso had a better day 
but worries about hardening 
money market rates held 
sentiment in check. 

The property sector feD 3.1 
per cent. Ayala Land came 
off 12 cents to 17.25 pesos. 

JAKARTA closed lower on 
concerns over the Interna- 
tional Monetary Fund’s 
delay in the disbursement of 
the second tranche of the 
$40bn rescue package. The 
composite index retreated 
5134 or Li per cent to 490.49. 

. President Suharto's com- 
ments that the IMF reforms 
could be unconstitutional 
prompted worries among 
investors. 

Concerns over a delay in 
agricultural reforms trig- 
gered selling of plantation 
shares. Astra Argo lost 
Rp2Q0 to Rp&500 and London 
Sumatra declined Rp25 to 
RP2.725. 

The uncontested re- 
election of President Suharto 
had little impact on the over- 
all market but helped some 
companies linked to the first 
family. 

Biman tara. a holding com- 
pany controlled by his son, 
rose RP5Q to RpSZS. 
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Today we’ll be cruising at 40 mph 
at an altitude of three feet. 
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